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NATIONAL HOUSING ACT AMENDMENT 


WEDNESDAY, FEBRUARY 9, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Brent Spence (chair- 
man) presiding. 

Present: Representative Spence, chairman, and Representatives 
Brown of Georgia, Multer, Addonizio, O’Hara of Illinois, Buchanan, 
Sullivan, Fountain, Reuss, Griffiths, Ashley, Vanik, Davidson, Wol- 
cott, Kilburn, McDonough, Widnall, Betts, Mumma, McVey, Hie- 
stand, Nicholson, Oliver P. Bolton, and Bass. 

The committee will be in order. 

We are considering House Joint Resolution 202 this morning. 

(H. J. Res. 202 is as follows:) 


[H. J. Res. 202, 84th Cong., 1st sess.] 
JOINT RESOLUTION To amend the National Housing Act, as amended 


Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That section 217 of the National Housing Act, as amended, 
is hereby amended by striking “$1,500,000,000, except that with the approval 
of the President such aggregate amount may be increased by not to exceed 
$500,000,000” and inserting “‘$3,500,000,000’’. 

The CHarrmMan. We are happy to have with us Administrator 
Albert Cole, who for a long time was a distinguished member of this 
committee. We are always glad to have him come back and renew 
his associations. 

We will hear you now, Mr. Cole. 


STATEMENT OF HON. ALBERT M. COLE, HOUSING AND HOME 
FINANCE ADMINISTRATOR 


Mr. Coxe. Thank you, Mr. Chairman. 

Subject to your appreval, because my statement is quite general, I 
would like to complete my statement and then ask Mr. Mason, Com- 
missioner of FHA, to complete his statement, and then we will both 
submit ourselves to questioning. 

Whatever the chairman prefers, however, will naturally be quite 
acceptable. 

The CHarRMAN. You may proceed as you suggest. 

Mr. Coxe. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity to appear before your committee with respect to 
House Joint Resolution 202, a resolution to increase the FHA general 
mortgage-insurance authorization by $1% billion. This authorization, 
contained in section 217 of the National Housing Act, covers all 
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4 NATIONAL HOUSING ACT AMENDMENT 


FHA insurance operations except the title I repair-and-improvement 
program. 

Legislative recommendations of the Housing and Home Finance 
Agency for this year will include a proposal to increase the FHA 
general mortgage-insurance authorization by an amount sufficient to 
permit continuation of operations until June 30, 1956. However, 
there is not sufficient time for these recommendations to be completed 
and final action taken on them by the Congress before the existing 
mortgage-insurance authorization is exhausted. Estimates indicate 
that this authorization will be exhausted about the middle of next 
month. The current rate of use of the FHA authorization reflects a 
substantial increase in recent months resulting from the more liberal 
mortgage-insurance terms provided in the Housing Act of 1954. In 
order to avoid a disruption of mortgage-insurance operations, it is 
essential that the existing authorization be increased at the earliest 
possible time. 

In view of the imminent need for the increased authorization, the 
principal matter we have considered at this time is the amount of the 
increase we believe should be authorized to serve temporary needs 
beyond February. According to our best estimates the increase of 
$1% billion, as would be provided by House Joint Resolution 202, 
would be sufficient tg permit operations through approximately July 
of this year. The joint resolution would thus permit continuation of 
operations over @ period which appears to be reasonably calculated to 
give the Congress an opportunity to consider a proposed authorization 
increase to cover operations through the next fiscal year. 

Mr. Mason, the Federal Housing Commissioner, will further explain 
the need for the amount of increased authorization provided in the 
joint resolution. 

The Bureau of the Budget has advised that the proposed joint reso- 
lution is in accord with the program of the President. 

Now, Mr. Mason, will present his statement. 


STATEMENT OF HON. NORMAN P. MASON, FEDERAL HOUSING 
COMMISSIONER 


Mr. Mason. Mr. Chairman, as you know, I am Norman Mason, 
Commissioner of the FHA, and, Mr. Chairman and members of the 
committee, as you know, the amount of mortgage insurance: the 
FHA can write is limited by law. I appreciate the opportunity to 
discuss with you the need to increase that authorization. This is a 
matter of special importance in view of the unprecedented volume of 
business which is causing us to approach rapidly our legal limit. 

I should like therefore to present the facts concerning the status of 
this legal limitation on the volume of FHA mortgage insurance. 

The Housing Act of 1954 amended section 217 of the National 
Housing Act to authorize FHA to insure mortgages under all mort- 
gage-insurance programs until unpaid balances are $1,500 million 
more than the balances of outstanding insured loans and outstanding 
commitments on June 30, 1954. This limitation could be raised by 
Presidential action to $2 billion—an action which was taken on De- 
cember 28, 1954. 

At the end of December, the estimated unused authorization was 
$603 million. Preliminary estimates show $393 million unused au- 
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thorization on January 31. The net use of authorization has averaged 
$260 million monthly for the period since September. Continued 
net use at this rate would exhaust the present authorization about 
mid-March. This will be the beginning of the spring peak in indi- 
viduals’ planning for home construction or home purchase and, also, 
at a time when servicemen are increasing their use of the new FHA 
insurance program adopted for their assistance in 1954 and as the 
new program for urban renewal in our cities is just getting underway. 

Taking into account the seasonal increase in applic ations for 
mortgage insurance during the spring months and also some increase 
in expirations of commitments, it is expected that monthly use of 
authorization will average about the same amount through June, 
or a total of slightly over $1,250 million authorization to be needed 
through that date. 

House Joint Resolution 202 would have the effect of raising the 
available mortgage insurance authorization by $1,500 million. Com- 
bined with the $393 million authorization unused at the end of Janu- 
ary, this would provide an aggregate available authorization of $1 ,893 
million. The approximately. $630 million above estimated require- 
ments provides only a reasonable reserve for a possible greater volume 
of applications than anticipated. It should perhaps ‘be noted that 
the FHA program of mortgage insurance is a voluntary one in which 
the volume of activity is entirely dependent on the desires of builders, 
lenders, and home buyers. 

oe preliminary figures for January, FHA has received since 
July 1, 1954, applications | for mortgage insurance covering 377,000 
dwelling units—207,000 units in new construction and 170,000 units 
in existing construction. Since August 2, these applications have 
been received under the terms of the Housing Act of 1954. During 
the remainder of the fiscal year, another 329,000 units in applications 
is expected. Since these advance estimates provide only for typical 
seasonal expansion of activity from levels of recent months, they 
may well be conservative in reflecting activity under the several new 
programs created by the recent legislation 

The CuarrMan. Mr. Mason, and Mr. Cole, said the unused author- 
ization on January 1 was $603 million, | believe. That will carry 
you, you say, to March 15, the middle of next month. Then there 
would only be 24% months to June 30. 

Do you think you would require a billion and a half—the whole 
amount, to carry over until June 30? Of course, before June 30 we 
have got to reconsider the whole matter of housing, but it seems to 
me that that is a little more than you need. 

Mr. Mason. The unused balance, as of the end of January, is 
$393 million. sir, and we feel that that would be gone, as you said, 
by the middle of next month. 

The CHarrman. The middle of next month is just two and a half 
months away from the end of the fiscal year. 

Mr. Mason. It would be three and a half months, the clerk tells 
me, Mr. Chairman. My arithmetic was wrong. 

But the point is they are busy those three and a half months of the 
year. We are now in the winter months, and the building industry 
is going right ahead. 

Furthermore, the urban renewal program is just now getting under 
way, and when that program comes in there will be large applica- 

84145—56——2 
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tions—I mean applications for a large number of units—a good-sized 
amount of this activity will be in our urban renewal programs in the 
cities. 

Besides this, one of the factors that we have been watching besides 
the ordinary seasonal growth we would expect in the single-family 
houses, is the provision of the law for the insurance of homes for 
people in the service. This activity is increasing each month, even 
during these winter months when we normally would expect it to slow 
down. It is increasing, of course, because the servicemen are just 
beginning to understand how it works, and are just beginning to get 
the authorizations from their company commanders. 

Mr. Coie. Mr. Chairman, may I add, this does provide for a 
reserve, in addition to the estimated requirements. Now, that, of 
course, is an estimate, and the FHA has decided that this is a reason- 
able reserve. 

May I point out that this is an authorization. If the applications 
are not received, naturally the authorization will not be utilized. 

I am well aware of the reluctance on the part of the committee to 
go beyond any reasonable authorization. That is the committee’s 
position, and has been for many years. It becomes, then, a matter 
of judgment as to what this reasonable reserve should be. We have 
estimated that the $630 million is reasonable. If the committee would 
disagree, that would be your judgment, but we think that in order 
for the Government to be on, the safe side, and by reason of the fact 
that it is not an appropriation but an authorization, we think it is 
reasonable to ask for this sum. 

Mr. Mason. We have tried, sir, to use a little bit of this New 
England conservatism that I have and still be safe. 

The CHarrMan. Even though it is an authorization you consider 
that it is necessary for the purposes of the authorization? I under- 
stand the agency expects there will be $16 billion spent for construc- 
tion of homes during the next year. Is that your estimate? 

Mr. Coir. Mr. Chairman, we are studying this now very closely, 
with respect to the number of starts for this coming year, that is for 
1955. 

As the chairman is well aware, housing production is at an ex- 
tremely high level. We are looking at it very carefully, examining it, 
and we see that it is possible that the housing starts for 1955 will equal 
the housing starts for 1954, which were slightly over one million two 
hundred and some thousand starts. 

I would say that on the basis of the present situation, 1,300,000 
starts would not be out of line. 

The CHatrman. Mr. Wolcott. 

Mr. Wo cort. Is building proceeding at the rate of about 1,400,000 
units at the present time? 

Mr. Cote. I believe that was the December figure, Mr. Wolcott; 
yes, sir; seasonally adjusted. 

Mr. Wotcort. Do you expect that it will continue at that high 
rate during the next few months? 

Mr. Coxe. Well, it will be close to it, Mr. Wolcott. I still think 
that the 1,300,000 is a better figure than the 1,400,000, however. 

Mr. Mason. There naturally is an increase in March, April, and 
May, which are the months of spring, which always brings an increase 
in the number of housing starts. 
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Mr. Wotcort. Is it possible that that would be the highest rate of 
home construction that we have ever had? ” 

Mr. Cote. Very close to it. It probably is. There may have been 
an individual month in 1950. 

Mr. THornton. The rate for December was faster than for the 
average for the year 1950, which was the peak year. 

Mr. Woucorr. What was the last year? 

Mr. THornton. 1,215,000. 

Mr. Wotcorr. That is actual? 

Mr. Cotpn. Yes, sir. 

Mr. Wo corr. In the Joint Committee on the Economic Report 
some of the members are a little concerned that we will shortly reach 
the saturation point. Do you want to say anything about that? 

Mr. Cote. Yes, sir; Mr. Wolcott, I think it is something in which 
the Congress should be, and I know the Congress is, interested. It is 
certainly something in which the agency is interested, and the Govern- 
ment, generally. 

We expect a high level of production to continue. We think it is 
right that it should continue. We think that the economy of the 
country can and will sustain a high and expanding level of production 
of housing. We think that in so doing careful consideration must be 
given to the market, the money market, as well as the housing market, 
itself. We believe that it is possible that certain areas may become 
saturated. 

We think that is would be a mistake, however, for the housing pro- 
duction to arrive at a level which would cause a saturation of the 
market and, therefore, we are carefully examining the impact of the 
Housing Act of 1954 ,the fiscal policy of the Government, the financial 
situation with respect to the lenders, the mortgage market, and a 
market analysis of housing—all of these factors—under very careful 
scrutiny by the agency, and by others in the economic branch of the 
Government. 

I see no reason to feel that we cannot continue a high level of pro- 
duction. This seems to be appropriate and proper. 

Mr. Mason. Mr. Wolcott, could I add to that, that I have learned 
much about FHA in the last 10 months, and one thing that I have 
learned is a great respect for the ability of FHA in giving its insurance 
to builders to build housing, to see to it that housing does not get 
into too great supply in areas of the country. 

We have a program of market analysis. We have analysts who are 
trained people, who can go into a community and do a very excellent 
job within the proper length of time of finding out what the future 
need in that area is for housing, and this gives us the ability to be 
sure that we do not overbuild communities, and it also gives us the 
ability to get housing in communities where it is needed. Because 
sometimes we uninformed people shut off things before they should 
be shut off. 

I think that the FHA, as this Congress has constituted it, has a 
real leveling influence in this matter of housing. It sees that the 
housing gets where it should be, and still we try to be sure that we 
don’t overload cities with housing. 

Mr. McDonovueu. Mr. Mason, are there any areas in the United 
States where FHA has found, on survey, that there was apparently 
an oversaturation, and which you have ‘shut off, refusing to insure 
loans in those areas? 











8 NATIONAL HOUSING ACT AMENDMENT 


Mr. Mason. Yes, sir; I don’t know that I could put my finger on, 
say, a specific area, but there are areas in the country where that has 
happened. 

Mr. McDonoveu. In that connection, does the survey include the 
loans that would apply to new construction as well as loans that may 
be had on existing homes? 

Mr. Mason. The survey would cover the whole housing supply of 
the area. 

Mr. McDonoveu. In other words, the survey would be an attempt 
to determine the amount of housing needed for the population in that 
area? 

Mr. Mason. Yes, sir; the condition of the industries, the condition 
of employment in the area, the pay scales, so that we would know 
what type of housing to authorize. Because sometimes we could 
surfeit an area with $20,000 housing when it needs $10,000 housing. 
The survey develops that information and lets us be intelligent in 
our help to the builder so that he understands the market. 

Mr. McDonovuau. And that survey is going on all the time? 

Mr. Mason. Well, these surveys are made as we need them. We 
approach an area and do an area where there is a problem. We don’t 
do it where there is no need for it. 

And this is one of the activities which I have been expanding in 
recent months because, whereas in the early stages of the housing 
shortage, we just needed housing everywhere, now we get to the 
point where the market is selective, so we need to do more of this 
market analysis. 

Mr. McDonovau. How currently are you on processing loans? 
What is the length of time, from the time the application is made? 

Mr. Wo corr. Will you yield that subject to me? 

Mr. McDonoven. I certainly will. 

Mr. Wotcorrt. Mr. Cole, gross national product is running at the 
rate now of about $356 billion annually. The President is hopeful that 
in the next 10 years our national product will reach $500 billion. 

The Joint Committee on the Economic Report goes him $35 billion 
better, and their projection shows that by 1965 the national product 
should be about $535 billion. That is predicated upon an increase in 
population, from the present 160 million-odd to 191 million. 

Last year I think this committee agreed that the economy would 
very easily absorb a million new units each year. Now, with the 
President’s projection of $500 billion, and the Joint Committee on the 
Economic Report’s projection to $535 billion in 10 years, would you 
care to revise those figures upward or downward? Surely they 
shouldn’t be revised downward, so it is almost self-evident that last 
year, before this projection was made, if we found that economy 
could absorb a million new units a year, that we might revise the 
figure upward to 1,200,000 or 1,300,000. 

Is that too much out of line? 

Mr. Coxe. No, we think 1,300,000 can be absorbed by the market 
very well. 

Mr. Wotcort. So that the rate of construction production at the 
present time is what you think we should aim at, at any rate, and 
that the economy can stand it very well for the next 10 years? 

Mr. Coxe. When you add “the next 10 years,” I am not qualified, 
frankly. J am not sure that I am qualified to go into this discussion 
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about the national product, but this I try to keep in mind, and I think 
Mr. Mason agrees with me because he mentioned the voluntary part 
of the builders and the lenders: We don’t set a goal and say ‘This 
number of houses must be built or we fail or exceed our expectations.” 
We say: “This is the number of houses which we believe the market 
will sustain.”’ 

In other words, we don’t try to set a goal in which the Government 
projects its ideas across to the builders and lenders, saying ‘‘This is 
what must be done.” We look at it, | believe, analytically, and say 
that X number of houses can be built and the market will sustain 
them. That is about as far as we go. 

Now, if you are talking about beyond the next couple of years, 
I wouldn’t hazard a guess. 

Mr. Wolcott, I am a cautious individual, and many of my former 
colleagues here know that I am rather a conservative individual. 
But when I say I am cautious and conservative | still believe that we 
have not approached the ability of the people of this country to absorb 
housing, and consumers’ goods. In other words, I really see an ex- 
panding economy. It will take some time to do it, it can’t be done 
overnight, but I really see an expanding economy, and that means 
more housing. 

Mr. Mason. Mr. Wolcott, my economic advisers on this matter 
talked to me about the rate of family formation and about the replace- 
ment of substandard housing, and they point out that we are currently 
in a declining state of family formation, but that this will before too 
long turn the other way as the baby crop of the early war years 
begins to grow up. 

Mr. Wo corr. I think we have a right to expect our population to 
be 191 million in the next 10 years. 

Mr. Mason. Also there is no vacancy ratio of great proportion in 
single-family housing at all. Single- family housing is selling rapidly 
in almost every area in the country. Of course, local conditions may 
vary, but, in general, there is no oversupply of single-family housing. 
There should “be, in a normal economy, even some of that, particu- 
larly in view of this increasing rate of family formation in the future. 

Mr. Wotcort. Then, to sum it all up, you would think that the 
increase in House Joint Resolution 202 is consistent with the Presi- 
dent’s projections, and the projections which we in the Congress have 
made on the expansion of our economy? 

Mr. Cote. We think so. 

Mr. Wotcort. Taking into consideration the demands and the 
expansion. 

Mr. McDonovan. Mr. Chairman. 

Mr. Mutrer. Mr. Chairman. 

The Cuarrman. Mr. McDonough. 

Mr. McDonoveau. I would like to ask a question with reference to 
the processing of loans at the present time. I am not speaking of my 
area, which is very congested. We know it is slowing out there, but 
what is the situation across the Nation? 

Mr. Mason. Actually, I should sit in answering a question like 
this with my head bowed, because, as you know, after the passgae of 
the Housing Act of 1954—and this is the reason we are up here asking 
for this increased authorization—we have had a year’s business in a 
matter of a few months. We did not anticipate this volume or we 
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would have asked for more authorization. We didn’t have the staff 
to handle that rush of business, and the processing of loans, generally, 
around the country, was not anywhere near FHA’s standard pattern 
or desire, or what the people of this country should expect. 

We came to you gentlemen in this Congress early and got the appro- 
priation which does give us the ability now to hire the staff to process 
those loans in the way they should be. That law was passed about 
10 days ago, and we are very vigorously recruiting personnel in our 
offices to take care of these cases. We are hiring permanent personnel 
and per diem personnel—any qualified people that we can get to 
bring ourselves current once more, and we are getting there. 

Mr. McDonoveu. Do you have sufficient funds to employ the 
personnel for the balance of the fiscal year, or are you asking for 
additional money to finance your offices under this present budget? 

Mr. Mason. The bill which was passed, Public Law No. 3, provided 
a supplemental appropriation for the balance of the fiscal year. 

Mr. McDonoveu. Did the sudden rush for additional loans come 
as a result of the passage of the 1954 housing bill? 

Mr. Mason. I am sure that it did, sir. 

Mr. McDonoveu. And then, in view of that, with your experience 
with that bill now for several months, you are anticipating the in- 
creased impetus of that bill for the balance of this year? 

Mr. Mason. Yes, sir. 

Mr. McDonovau. Another point in connection with the bill before 
us: In reading it, it appears that it provides for $3,500 million. 

Mr. Mason. For the year. For the fiscal year. 

Mr. McDonoveu. In other words, it is an authorization for $1,500 
million, with the authority of the President to increase the $2 billion? 

Mr. Mason. Which was taken. 

Mr. McDonovek. If he desires? 

Mr. Mason. He did take that action. 

Mr. McDonovau. Does he have that authority for 1955 as well as 
1954? 

Mr. Mason. No; he has taken it. He has used that authority. 

Mr. McDonoveu. I see. So that this $1,500 million will provide 
you with approximately $3,500 million? 

Mr. Mason. Yes, sir. And in our statement you will see that some 
of that is a cushion. We don’t anticipate that we are going to use 
every cent of that; $630 million of that, we anticipate, will be unused; 
but we didn’t feel that we were doing our job, that we were being 
prudent, if we asked you exactly for what our estimates were, having 
already proven to you that our ability to estimate last year was not 
exactly correct. 

Mr. McDonoveu. Do you find an increasing interest in seeking 
loans to improve existing property since the passage of the 1954 act? 

Mr. Mason. Yes, sir; we certainly do. You mean to buy existing 
property? 

Mr. McDonoven. Yes, sir. 

Mr. Mason. Yes, sir. 

Mr. McDonovenu. In addition to that, do. you find an increase in 
demand for loans for improving existing property? 

Mr. Mason. Our applications for the title I program, which are 
not covered by this authorization, are not as large as a year ago. 

Mr. Cots. I want to add one thing: I think Mr. Mason was a little 
modest when he said that his guesses were wrong. His guesses were 
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better than he indicated, Mr. McDonough, because he had, last sum- 
mer, anticipated this rise and asked the Congress for a supplemental 
at that time. It dropped down between the chairs before Congress 
adjourned, however. But he did anticipate a rise. 

I didn’t want him to be too modest about that. 

Mr. Mason. What I am talking about is my ability to convince 
the gentlemen that I needed it. 

Mr. McDonoveau. Are you up to current processing in the loans 
in the Los Angeles area? 

Mr. Mason. I would not say so, sir, although I don’t know defi- 
nitely. I don’t think I have anybody here who can answer that 
question. 

Mr. McDonoveu. You are better than you were 3 months ago? 

Mr. Mason. We are better off in practically every one of our 
offices, for two reasons: One, because of the winter, and the other is 
because of the fact that we were permitted by various means to take 
some temporary measures to help break our log jam. 

Mr. McDonoveu. Thank you. 

The CuarrMan. Mr. Multer. 

Mr. Mutter. Thank you, Mr. Chairman. 

I will address my questions to both of you and either of you gentle- 
men can answer them. 

Can you tell us how many units, and for an aggregate of how many 
dollars, you have issued authorizations under section 220 of the 1954 
law? 

Mr. THorntTon. We have issued no commitments under that sec- 
tion. 

Mr. Mason. We have issued no commitments, sir. And you know, 
of course, the reason is that it takes time to get this section under 
operation. 

Mr. Mutter. Do you have any applications on file for 220 housing? 

Mr. Cote. There are applications on file. . 

Mr. Mason. Six projects, I think. 

Mr. Mutter. Six projects. 

Mr. Mason. In New York City; yes, sir. 

Mr. Mutter. Those were new sections written into the law last 
year to bring about additional housing for the middle income groups, 
and lower income groups? 

Mr. McDonoveu. Individual ownership. 

Mr. Mutrer. Yes, sir. 

Can you give us the total number of units and the aggregate amount 
of dollars involved? 

Mr. Coxe. There are 1,522 units, Mr. Thornton advises me, about 
$15 million. 

Mr. Mutter. Have there been any commitments under section 
221? 

Mr. Coz. No, none. 

Mr. Mutter. Any applications filed under that section? 

Mr. Coxe. No programing has been done under that section. 

Mr. Mutter. I think those two sections we were promised will go 
far to help eliminate slums and to supplying housing in an area where 
it is very much needed, both for those who couldn’t afford houses at 
the prices being asked, and in areas where housing is very much 
needed. 
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Mr. Cor. We are very hopeful that that is true, Mr. Multer. It 
is yet to be seen. 

Mr. Mutter. Can you tell us what is delaying the program? 

Mr. Cour. Nothing particularly. The beginning of a program as 
complex and difficult and comprehensive as this takes time. It takes 
time for people out in areas to understand the program. It takes time 
for sponsors and builders to recognize that here is a possibility. It 
takes time for the agency to set up its program and regulations. 

This time is not long; my judgment is that it is normal, reasonable, 
and expected. 

Mr. Mutrenr. Is it fair to say that the fact that the program has 
not been activated in that field is not so much your failure to program, 
as the industry’s failure to program? 

Mr. Cote. No; I wouldn’t want to say that. I think my first 
statement was correct. It takes time on the part of all parties involved. 
It really does. 

I think if you will examine any of these programs which started— 
let us take title I, the slum-clearance title of the Housing Act of 1949, 
it took some considerable period of time for that tremendous program 
to get underway, the reason being that it is so complex that it involves 
thousands of people in a given area in a city, and plans—things which 
just take a lot of time. 

Mr. Mutter. Is the same true of section 207 housing, rental hous- 
ing? 

Mr. Core. No. 

Mr. Mutter. Have any commitments been made under section 
207? 

Mr. Cote. Oh, yes, I think so; 207 is a program which has been 
going forward for some time, Mr. Multer. Do you want the figures 
on it? 

Mr. Mutter. Yes, I would like the number of applications, unit- 
wise, the aggregate dollarwise, and the number of commitments. 

Mr. Coxe. Shall we supply them for the record, or would you like 
them now? 

Mr. Mutter. If you have them available we will take them now, 
or we will take them at a later time. 

Mr. Coie. Mr. Thornton will state it for the record. 

Mr. THornton. Since passage of the Housing Act of 1954, we 
have had 25 applications under section 207, for about 1,500 units. 
The number of commitments that have been issued under that pro- 
gram has been relatively small, so far. About 1,700 units have been 
issued, in commitments, since that time, including some on applica- 
tions that were under examination at the time of the passage of the 
law. Ido not know how many projects are involved. 

Mr. Mutter. What is the aggregate dollar amount involved? 

Mr. THornton. The dollar amounts I don’t have, but those could 
be figured at about $8,000 per unit. That would be around 12 to 15 
million dollars. 

Mr. Mutrer. Let us now ask for the same information under 
section 213—that is, the cooperative housing program. How many 
applications, unitwise and dollarwise, and how many commitments? 

Mr. Tuornton. Two applications for 121 dwelling units, and 
about 1,250 units in commitments issued during the period August 
through December. 
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Mr. Mutrer. Can you give us the average price per unit there? 

Mr. THornton. Those would probably average from nine to ten 
thousand dollars per unit. 

Mr. Mutrer. In what field, then, has there been the rush of 
applications for commitments? 

Mr. Tuornton. The single-family house, sir. 

Mr. Mutter. Would you say that is at an accelerated pace? 

Mr. Cotz. Do you mean now? 

Mr. Mutter. Yes, sir; are you getting more applications now for 
one-family dwellings than you did in 1952 and 1953? 

Mr. Coun. Yes, sir; projected. 

Mr. Mcurer. Can you tell us—I believe ever since the other body 
started an investigation into housing, or some time in the middle of 
that investigation by the Banking and Currency Committee of the 
Senate, the agency has established what has come to be known as a 
gray list or blacklist. Is that so? Do you have any list that you 
have given any such title to? 

Mr. Couiz. There was no blacklist established as you indicate, Mr. 
Multer. The reason I am answering this is because a great deal of 
responsibility for the investigation rests on the Administrator. 
People dealing with FHA, in the future and in the past, have certain 
records with FHA. They may be credit records, they may be con- 
struction records, they may be other types of records. These people 
continue to deal with FHA, and then FHA examines these records, 
as any prudent insurance company would, either public or private. 

It is our opinion that FHA in its responsibility should examine the 
record of people who have dealt with it in the past, creditwise, con- 
structionwise, along with any other factor that would have to do 
with the basic responsibility of FHA in insuring a project. 

Now, true, names were named in the investigation. Amounts were 
named and people were named and corporations were named. Some- 
one called it a type of list. Someone said it was a blacklist. Someone 
said it was a gray list. Someone said it was a precautionary list. 

I went to Chicago with one of the lists at the request of the Senate 
Banking and Currency Committee. The committee requested me 
to bring a list out there. 1 never said it was a blacklist. I never 
said it was a gray list. I said this is a list which was presented to 
me by the investigator I appointed, a list showing people, amounts, 
circumstances. 

We have never said that this list was a blacklist. 

Mr. Mutter. Has your office a precautionary list? 

Mr. Couz. Not this list. 

Mr. Muurmr. Is there a precautionary list? 

Mr. Mason. The only precautionary list in FHA is in the title I 
program, and that list has been in existence for a long period of time. 

Mr. Mutter. The title I program is that which involves improve- 
ment loans? 

Mr. Mason. Modernization and improvement loans and people 
with whom the buyers have trouble. Where they are not willing to 
make adjustments, we put on a precautionary list which simply 
means the lender lending to that person is supposed to do certain 
things, such as making an examination of the job to be sure the job 
is done in accordance with how it should be done. 


84145—56——_3 
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Mr. Mutrer. That involves only small loans for terms not exceed- 
ing 3 years, and in that program there had been charges made against 
persons operating under the program, who were getting their loans 
insured, making the improvement and getting loans for which to 
pay themselves, and the loans being insured by your agency, and in 
connection with which charges of fraud were made against those who 
were doing the improving, that is the contractor or the builder; is 
that correct? And the charges there were being leveled against that 
fellow for fraudulently boosting his price to get much more money 
than the actual cost, or even, in some cases, taking payment for things 
that were never delivered? 

Mr. Mason. Yes, sir, Mr. Multer. We called him the dealer. 
That was the term we used to designate him. 

Mr. Mutter. And the fraud charges there were in the main leveled 
against the dealers, and not against your agency, or, with probably 
few exceptions, against lending. institutions? 

Mr. Coir. There were some, Mr. Multer, against some lending 
institutions. On the title 1 home improvements cases, [ know of no 
criminal charges against individual officials of FHA. There may be 
1 or 2 minor ones. 

Mr. Mutrer. There were quite a number of criminal prosecutions 
while you were in Congress and before you went with the agency, 
under title I, all through the country? 

Mr. Coxx. Oh, ves; there is no question about it. 

Mr. Mutrer. We tried to stamp out that practice and there were 
criminal prosecutions. 

Mr. Cou. | am speaking of officials of the FHA. I know there 
were Many prosecutions against lenders or dealers, primarily dealers. 

Mr. Mur TER. Has there been established any list in your agency 
with reference to those who were applying for insured loans for the 
_— program, under titles other than title I? 

Mason. May I say this, we do have a very recent list, sir, of 
eos with whom we decline to do business, in accordance with the 
Housing Act of 1954. There are certain people whom we have 
caught doing certain things, and some of these people were in the 
home repair business and some of them were in the home mortgage 
business, both. 

Mr. Mvuurer. Have those people on that list been notified that 
they have been placed on the list, and told what the charge is that 
is leveled against them and given the opportunity to come in and 
justify their conduct and attempt to get their names removed from 
the list? 

Mr. Mason. Yes, sir; they have had a hearing, and, of course. 

vill bave an opportunity to come back afterward to talk to us more, 
too. 

Mr. Mutrer. Actually, the list 1 had in mind is the one that Mr. 
Mason and I heard discussed last October at a meeting of builders, 
in which both he and | participated as speakers. 

Mr. Coir. That is the list I thought you were referring to when | 
began to answer your question, Mr. Multer, and that is not a pre- 
cautionary list. 

Mr. Mvuurer. Well, have the firms on that list been told that their 
applic ations are bei ing held in abeyance, or are not being processed, 


or will not be processed? 
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There were several complaints at that time, and I have had any 
number of complaints since, and | have two in front of me now, which 
came in in the last few days, where the complaint is that these people 
have made applications, paid their fees, the : applications were processed 
or in the course of being processed, when the Capehart investigation 
got underway and the headlines about windfalls were the news of 
the day, and then somebody in your agency said, “‘stop processing 
them.” And they are apparently still stopped, and these people who 
have paid in thousands of dollars for processing these applications are 
still waiting. 

Mr. Couz. If we relate it as to time, I think we can answer your 
question appropriately. Let us begin with the time the investigation 
started and the investigators were presenting to me and to the Senate 
Banking and Currency Committee certain names where it appeared 
that substantial mortgaging out occurred and irregularities existed. 
While those names were being presented to me, and investigated 
either by the Senate Banking and Currency Committee or Mr. 
McKenna, chief investigator in our agency, I took the responsibility 
of requesting that FHA not process their applications until it was 
determined what was necessary to be done. 

Another thing occurred: While the Senate committee was investi- 
gating cases, I again thought that it would be inappropriate for 
FHA to insure a risk for someone who was being investigated and 
before there was an opportunity for the committee to obtain all the 
facts. 

Once more, we were sending, through my investigation, cases to 
the Department of Justice for appropriate action. During that time 
it seemed to me to be inappropriate for FHA to process a case which 
was referred to the Department of Justice for appropriate action until 
we had a reply from the Department of Justice informing us that 
action would or would not be taken. This was a matter of coordi- 
nating all of the responsibilities in the executive branch and the 
Congress. 

Now, our FHA investigation has terminated, the formal investiga- 
tion closed, the Senate Banking and Currency Committee has closed 
its investigation and reports have been made. 

It is true that people who have done business with FHA will be 
asked questions about their operations. If they want new commit- 
ments, they will be asked questions about what they have done in the 
past. Itisnotalist. Itisnota holding back. Anybody who wants 
to do business with FHA can come in and file his application, and 
have it processed in the normal course. This is the way it is set up, 
and the way we expect to do it. 

It seems to us the only way it makes sense. 

Mr. Mason. He has reason to have complaints because all these 
things have happened that Mr. Cole has detailed. 

Mr. Mutter. Nobody can find fault with your moving cautiously 
with reference to people who are suspect, but I think that these 
builders who have been complaining to us—to your agency as well as 
to the members of the committee—have a right to complain if, just 
because their name has been mentioned, they are then told, “You 
cannot come in here and deal with us.”’ 

Mr. Cous. May I say this for the benefit of your constituents, Mr. 
Multer: There is not the slightest reason why they shouldn’t ask 
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that their application be processed, and it will be processed if there 
is no reason for them to be delayed or held up by the FHA. 

Mr. Mutter. If anyone in your agency has used the expression 

“windfall list, ” it has been without your authorization, or without 
Mr. Mason’s? 

Mr. Mason. Yes, with respect to anything in the nature of a 
blacklist. 

Mr. Mutter. I think you have heard me say many times that if 
there were windfalls, the Congress, not the agency, was responsible 
for it for writing the law under ‘which the windfalls were possible, and 
I think we even went so far as to tell the builders how they could do 
it. Now, with the Tax Court having approved the capital gains 
under these windfalls, I think something ought to be done to str: Lighten 
out the public mind on this subject— that there was nothing wrong 
either so far as the agency is concerned or the builders. I am not 
talking about the few builders—1 or 2 here or there—who actually 
did something wrong—cheated on the specifications, or something 
like that, omitting things that were called for in the specifications, or 
putting in things of less quality—and thereby made money by cheat- 
ing. I am not talking about those. You will find these people in 
every industry. I don’t think the building industry should be con- 
demned on account of those few bad actors. 

Mr. Kitnurn. I think it is wrong for a fellow to borrow a million 
dollars more than a project is going to cost. 

Mr. Mut rE rR. You me an it was wrong for a man to get a commit- 
ment from FTIA for a million dollars of insurance, and get a loan from 
a lending institution, and then go out end build it for $900,000 = 
put a hundred thousand dollars in his pocket? You say that is 
wrong 

Mr. Kk ILBURN. Yes, sir. 

Mr. Mutrer. Then I say to you, as I said publicly, the members 
of this committee and the Members of Congress were responsible for 
that being possible. 

Mr. Kireurn. I don’t care who is responsible. I say it is wrong. 

Mr. Muvuurer. Let us not blame the honest builder for it. He did 
what this C ongress said he should do in order to get him into the 
business. It may have been morally wrong, but it certainly was not 


illegal. 


] 


[r. Kinpury. Now you are talking about something else 
Mr. Mutrer. We made it legal. We passed the law under which 
he acted. 

Mr. McDonovean. It is intellectual dishonesty. 

Mr. Mvuurer. Then the members of this committee that reported 
the bill and the Congress that passed t he bill, promoted thet intel- 
lectual dishonesty. We needed the building, we wanted the build- 
ing, we encouraged them to do it, and let us now not slap headlines 
across the papers blaming them. 

I was one of the Members who spoke against it, but I was a Mem- 
ber of the Congress that did it, and I cannot escape responsibility 
along with the rest of the membership. 

Mr. Mumma. Didn’t it get down to the man who made the ap- 
praisal and evaluate the whole property? You know that every 
$10,000 that you add to the value of the land enables them to bor- 
row $9,000 more. 


.\ 
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Mr. Mutrer. Then how are you going to appraise this property? 
You are estimating on a building that has not yet been built. 

Mr. Mumma. I maintain—— 

Mr. Mutter. Let me finish. Let us take a typical example. A 
building hasn’t been put up. You go out and get your estimates, 
then you start building. You save on labor and materials. Have 
you cheated anybody? 

Mr. Mumma. The main thing is the valuation of the land. 

Mr. Mutter. The building has not yet been erected. It is just 
unimproved land. Do you think I would pay as much for this un- 
improved land as I will pay you for the land after you put the build- 
ing on it? 

Mr. Mumma. Mr. Multer, that is the basis of it. 

Mr. McDonovan. Point of order, Mr. Chairman. 

Mr. Mutter. I think the point is well taken. 

Mr. McDonovau. I think this discussion is extraneous to the bill. 

The CuarrMan. I will call the committee to order. I don’t think 
we should have these side discussions. 

Mr. McDonoveu. That is my point of order, Mr. Chairman. 
The discussion is extraneous to the bill. I make that point of order. 

The CuarrMan. Well, we have often covered large fields, and it is 
difficult to keep to the proposition that is before us, but I do think 
there ought not to be this colloquy which takes up the time of other 
people who would like to be heard. 

Mr. McDonovuan. The only way to solve it is to keep the com- 
mittee on the subject before the committee. 

The Cuarrman. Mr. Multer. 

Mr. Mutter. Thank you, Mr. Chairman. 

Just to get the point on the record without any argument, will you 
gentlemen tell us whether or not it is good real-estate practice and 
good lending practice and a practice which you will have to pursue 
in connection with operating this program if we give you this additional 
authorization, that you must take into account the value of the project 
after its completion? If aman comes in and asks for a commitment 
on unimproved land on which he is going to put up a multiple dwelling, 
you must take into account as part of the commitment not only what 
the land is worth and what he pays for it unimproved without utilities 
and without facilities, but you must take into account what that 
land will be worth after it is improved, after facilities and utilities 
are brought in? 

Mr. Mason. Under the new law, we have cost certification, Mr. 
Multer. On land, this does take into account the value of the unim- 
proved land, plus the value of the improvements. So it is going to 
be very much easier and simpler for us to arrive at this figure, which 
you speak about now than it was under the old program. 

Mr. Mutter. Mr. Mason, when you talk of improvements, do you 
use it in the broad sense, to include facilities and utilities that must 
be brought in to make the dwelling habitable? 

Mr. Mason. That is right, offsite as well as onsite, I believe is the 
jargon that we use. 

Mr. Mutter. Now, let me ask you to give us the figures, if you can, 
on the number of units, and dollar amounts, of applications for 
minority housing, in the last year. 
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Mr. Mason. Sir, we do not maintain separate figures for minority 
housing. The facilities of FHA are available to every person regard- 
less of his color or creed. Any answer would be a guess, for we do 
not feel it is right and proper that we should examine and say whether 
there is going to be a colored person living in this house or not. It 
is a house for an American. 

Mr. Mutter. I go along with you that that is what should be done 
and that is the way our records should be kept if we are sincere about 
there not being any segregation. But isn’t it the fact that there have 
been applicants for so-called minority housing or interracial housing 
who have had no action on their applications, that there has been 
no building under that part of the program? 

Mr. Mason. I am afraid I cannot agree with you, sir, because I 
believe that we have been doing a rather excellent job in seeing that 
we don’t make it hard for any one group to get an advantage available 
to others. In every area of the country we have a man whose sole 
job it is to see that this kind of housing is promoted, which we don’t 
do with other programs. We lean over backward to see that the 
minority groups are taken care of. We do educational work with the 
builder groups, because we believe—and I have been able to convince 
them—that one of the greatest markets does exist in this minority 
housing. They need housing worse than any other part of our 
economy. 

Mr. Mutter. I know that is very true in New York City and I 
know there is practically nothing being done in that sphere of activity 
in the city of New York, or in the environs of New York. I have had 
any number of complaints that they can’t get mortgages, can’t get 
commitments, and with the exception of public housing in the city of 
New York I do not know of any housing being erected for them. 

Mr. Mason. If it is commitments that you are talking about, I 
would like to know specific cases, because we can’t tell the mortgage 
man whether he will lend the money or not, but we can certainly be 
sure that a commitment is granted if the application is made. 

Mr. Mutter. I am not talking about theory and I am not trying to 
propel my thoughts on the subject into the southern areas of the 
country where thinking may be different. I am concerned with a 
very real problem not in the South but in the North, particularly in 
the city of New York, in that entire metropolitan area. I am very 
happy to have you tell me that your agency is cooperating to the 
fullest in that regard, but I haven’t been able to find any visible 
evidence of it being done, and I still get complaints that it is not being 
done, not by your agency. The complaint is they can’t get the mort- 
gage money and can’t get a commitment. 

Mr. Cots. Mr. Multer, I think Mr. Mason answered very well the 
question of the commitment, and the FHA’s responsibility. As 
Administrator, I have been not only just talking about this problem 
all over the country, I have been working on it, I think, quite dili- 
gently. This is beyond the FHA situation, because I think it is a 
question of money and land. 

We are developing now the voluntary home mortgage credit com- 
mittee which has as one of its prime responsibilities the problem of 
assisting minority groups in obtaining finances for housing. ‘This, I 
think, has tremendous possibilities. 

Again, as you are well aware, Fannie May has the authority to 
sustain the housing market for minority groups. I have taken this 
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attitude, right or wrong, that I want the voluntary home mortgage 
credit committee to get into operation to see what they can do to 
channel money into this area. 

We don’t intend to walk away from this problem, and we will follow 
through with it. It is one of the most important and difficult things, 
but one of the most important things that this agency has to do with, 
1 think. 

Mr. Mutter. I feel reassured by what you said. I don’t want to 
take too much time of the committee. I know other committee 
members have questions. However, I will give you some specific 
instances which have been called to my attention in the various 
programs and let you give me your answers on them later rather than 
take up the time of the committee now. 

There is just one other thing, and that is the point you just men- 
tioned. What is the mortgage market today? Is it an easy market? 
Is mortgage money readily available or is it a tight market? 

Mr. Coe. If you are asking me, I would say that it is a compara- 
tively easy market. 

Mr. Mason. I would say it was an easy market on the strengthening 
side. It is getting tighter, but it is not substantially tight as yet. 

Mr. Mutter. Would you care to make any comment on whether 
or not the Federal Reserve Board is doing anything to tighten up that 
market? 

Mr. Coxe. No, I don’t think it would be appropriate for us, even 
if we knew, which we don’t. 

Mr. Mutter. What effect, if any, if you care to give an opinion, 
will the new 40-year 3-percent Government bonds have on the mort- 
gage market? 

Mr. Coue. I don’t believe we want to comment on that, Mr. Multer, 
at this time. May I say one more thing; We are studying these situa- 
tions, and it is our responsibility to do so, but at this time, we would 
prefer not to comment. 

Mr. Mutter. I was trying to get you to say just that. I think it 
is your responsibility to let us know how you feel, as to how it may 
affect your program. If it affects the mortgage market, it affects your 
program. And I do think it is your responsibility to consult with the 
Treasury and the Federal Reserve Board on this matter and keep this 
committee informed. 

Mr. Coxe. I agree with that. 

Mr. Mutter. That is all. 

The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Cole, I wish to inquire into a phase of the housing situation 
which disturbs me very much. In Chicago there has been a great 
switch of population to the suburbs for the reason that much of the 
home construction under the FHA program is in outlying areas. 
This is true in other large cities. Families unable to find suitable 
rental properties within their means are forced to move outside the 
city, purchasing homes priced really beyond their means but obtain- 
able with reasonably small downpayments. There is no alternative. 
With the suburban population growing, metropolitan Chicago is 
withering. New urban building is not quite at a standstill, but it is 
lagging far, far behind. Urban rehabilitation is not making the 
progress hoped for although many earnest people and communities 
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are devoting time and thought to it. Meanwhile metropolitan 
Chicago is drying up, and many thousand men and women who work 
in Chicago are being forced to go out into the suburban districts, 
many miles from their places of employment. 

This is not a healthy pattern, nor is it economically sound. From 
the standpoint of time consumed in getting to and from work, as well 
as the item of expense, people should have available housing within 
reasonable proximities to their places of employment. 

Many of the persons now being forced into the suburbs depend on 
their own automobiles for transportation to and from work. This 
sort of transportation is expensive, adds a not inconsiderable item 
to the expense of maintaining a home, an item which added to mort- 
gage commitments well may prove a fatal load with any wave of 
deflation affecting wages. Where buses and suburban trains are 
used, the fares necessarily are higher, than for shorter distances 
within the metropolitan area. Furthermore, the growing number of 
automobiles required to get suburban residents to and from work 
adds to the very serious traffic problem. 

Another situation developing with this switch of population to the 
suburbs is the demand upon these outlying communities for school, 
water and other facilities beyond immediate ability to supply. 

Basically, what we need in Chicago, what every large city needs, 
is decent housing in clean, wholesome neighborhoods, at prices within 
the financial means of a majority of the people and within reasonably 
short distance of offices and factories where the people who live in 
those houses work to earn the upkeep. That must be the objective 
of our housing program. We are falling far short of that objective. 
We may be reaching the point of oversaturation in the area of homes 
priced beyond the means of most of our people. We have not started 
to scratch the surface in the area of homes conveniently located to 
places of employment and priced as to rent or purchase according to 
ability to pay. 

Now, with that explanation of what concerns me, I have these few 
questions to ask, that I may obtain factual material for further study. 

In the metropolitan Chicago area, during the last year, what per- 
centage of FHA mortgage loans have gone to suburban Chicago, and 
what percentage to Chicago proper? 

Mr. Coir. Mr. O’Hara, we will be required to supply that for the 
record. We wouldn’t have that information with us here. But we 
will supply it for the record. 

(The information referred to is as follows’) 


FHA-insured home mortgages for properties located in Chicago and in Chicago 
suburban areas, year of 1953 


— ——_$_—__—__— oe $$ ~ —— —————— _ —_ 


| New homes Existing homes 
Area “aes es: ie a Ke 7 = - 
Number Mortgage Number Mortgage 
| amounts | amounts 
City of Chicago | 360 | $3, 662, 100 1,374 | $14, 060, 700 
Balance of metropolitan area . 3,349 | 32, 759, 650 2, 201 22, 012, 500 
Chicago metropolitan area !___.__...__.- 3, 709 36, 421, 750 | 3, 575 36, 073, 200 





1 Cook, Du Page, Lake, Kane, and Will] Counties in Illinois, and Lake County in Indiana. 
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Mr. O’Hara. What is the average mortgage loan in the suburban 
Chicago community; do you know? 

Mr. Cots. In the Chicago area? 

Mr. O’Hara. Dollarwise. 

Mr. Cour. I don’t know. We can get it, Mr. O’Hara, and will. 

(The information referred to is as follows:) 


Average mortgage amounts for FHA-insured home mortgages in Chicago and in 
Chicago suburban areas, mortgages insured during 1953 


j 
Area New | Existing 
homes | homes 
City of Chicago : E $10, 173 | $10, 233 
Balance of metropolitan area 9, 782 10, 001 
Chicago metropolitan area !__ } 9, 820 10, 090 
1 Cook, Du Page, Lake, Kane, and Will Counties in Illinois and Lake County in Indiana. 


Mr. O’Hara. Have you considered that where we have had real- 
estate crashes in the past.it has been where we did much construc- 
tion, at high construction costs, and where mortgage commitments 
were predicated upon the continued existence of economic conditions 
prevailing, and then when there came a reduction in wages, and 
renters could not meet their rents, and equity owners could not meet 
their mortgage commitments, everything was washed out? Homes 
now are being constructed when construction costs are high, prices 
necessarily are high, and that means mortgage commitments in pro- 
portion. Is it possible that when we have an increase in unemploy- 
ment or a reduction in wages, the buyers will not be able to meet 
their commitments and that much of this property that we are now 
building will be thrown into bankruptcy? 

Mr. Mason. Mr. O’Hara, during the period of which you spoke 
originally, in the twenties, there was no FHA. FHA was created to 
take care of the exact situation that you speak of. Buyers at that 
time financed with a low first mortgage and a big second mortgage, 
with a high refinancing cost and high carrying charges. 

FHA was brought into being by this Congress to do away with 
that situation. The FHA pioneered this business of paying for your 
house by the month, which we now have, and at a smaller figure and 
not with a lot of money to raise in a hurry, and to pay somebody a 
fancy interest rate. 

Mr. O’Hara. Mr. Mason, I thank you very much for your infor- 
mation, which I appreciate your giving me, but I do assure you that 
I didn’t need it. 

Mr. Mason. I am sure of that, sir. 

Mr. O’Hara. I was very thoroughly familiar with conditions 
existing at the time of the real-estate crash in the late 1920’s and 
early 1930’s. There was no FHA then. There is now. But does 
that change the picture? 

If people are building homes with mortgage money, which they 
expected to pay off if their incomes remain the same and the time 
comes when deflation renders it impossible for them to meet their 
mortgage commitments, what will happen? 

Mr. Mason. I was trying to say, as I am sure you will realize— 
and I know you do—that ‘the obligation which descends upon this 
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man when he does lose his job, is now much smaller than it was 
before. I am sure you know how FHA works because you have 
been on this committee a long time, and you know that there are 
provisions where a man is not sold out of his house under the FHA 
program because he is out of a job for a few months. He has ample 
time to recover and get back to work. 

Mr. O’Hara. That is my purpose in conducting this inquiry, that 
we may have all the facts, that our study at this time the better can 
prepare us to meet any conditions that might arise. 

Now let’s consider these people going into the suburbs, who need 
automobiles for their transportation, because they are far from their 
places of work. What is going to happen if a deflated income renders 
it impossible for them to maintain their cars and buy gas? 

Mr. Mason. This gets a little bit out of my field, but I have lived 
in a small town, Mr. O’Hara, so maybe I can answer it. I ran a 
small business, employing about a hundred people, and I ran it through 
the thirties, when things were very hard. My observation is that 
now, my people come to work—or they did, I am no longer there, of 
course, but a year ago when I was running it—my people came to 
work in Buicks, Pontiacs, and pretty nice cars. In the thirties they 
still came to work, sir, but more of them rode in a car than now do, 
and the car was much poorer quality than they now drive. The 
American people have a pretty resilient characteristic in this respect, 
but I think that beyond that, it has seemed to me that with our 
unemployment laws, such as we have now, and our unemployment 
benefits, that the situation does not ever get as bad as it did in the 
arly thirties either. 

Mr. O’Hara. I appreciate your optimism, and I recall the great 
optimism in 1927 when they said, ‘“We have permanent prosperity.” 

Mr. Mason. I lived then, too. 

Mr. O’Hara. That is just what we are hearing now. I am glad 
that you are an optimist and that I am an optimist, but i do think 
that the Housing Administration should take into consideration these 
things and to make plans to meet that which unhappily might come 
about. 

Mr. Mason. Can I say, sir, that one of the things that I have done 
since I came to FHA is to be sure that we do have somebody in our 
organization now besides the Commissioner who makes it his business 
to look at these problems. We went out and hired a young economist, 
a gentleman about 40 years of age, with an excellent university back- 
ground and some practical experience in business, to come in and sit 
down and tell me what is happening, in these respects, and to try to 
see that I don’t get too enthusiastic, or that we don’t encourage the 
people of America to do things they shouldn’t do, to be able to tell 
you folks how our program is working so that you can draw the laws 
that will make us work properly for the people of the country. 

Mr. O’Hara. Mr. Mason, do you believe in the policy of employing 
fee appraisers? 

Mr. Mason. Sir, this is one of these problems which we have been 
studying very carefully in our Agency. We employ fee appraisers 
when we are in an emergency, to get the experience of how that 
program worked. 

That program worked through the 31st of January. I said that 
we would do it for this period, and that we would stop on the 31st of 
January, and we did. 
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We are now exploring how many offices used it, where the program 
worked well and where it didn’t, and I am not prepared to come out 
and say yes or no until I have that information. I don’t think it 
would be wise. 

Mr. O’Hara. Isn’t it a fact that the fee appraiser is under the pres- 
sure of real-estate interests? Hasn’t that been the general experience? 

Mr. Mason. It could easily be said that a fee appraiser was under 
the influence of the person who was hiring him, who might lean that 
way. However, I know many people in the appraising business whose 
integrity couldn’t be questioned, who would not succumb to anybody. 

Mr. O’Hara. You employed these fee appraisers for a number of 
months and then you abandoned the practice; is that right? 

Mr. Mason. We used the system from the period of about October 
to January 31. 

Mr. O’Hara. May I direct a question to you, Mr. Cole: You 
always had your doubts, did you not, about the wisdom of the em- 
ployment of fee appraisers? 

Mr. Cote. I have some doubt about it. However, may I say, I 
think Mr. Mason’s approach to it is a good one. He has had this 
experience, and he can check up on it and evaluate it to determine 
how it works. But I have personally some doubt about it, definitely. 

Mr. O’Hara. Before the crash of 1929, real-estate mortgages were 
based on the value of the real-estate itself. Now I understand they 
substantially are on the basis of consumer credit, that is the produc- 
tivity and life expectancy of the mortgagor are the controlling factors. 

Isn’t that the basis for making mortgages on real estate now? 

Mr. Mason. I had a rather liberal education yesterday. I had six 
appraisers from industry sitting with me exploring the appraisal of 
multifamily housing projects, and my head is still reeling a little bit 
from the words, but they tell me that while we had one time where we 
considered only what the project cost as being what it was worth, 
now we look at the capitalized income—they take the rent and multi- 
ply it by an appropriate factor—on a multifamily project. 

Mr. O’Hara. That makes it very difficult, does it not, for a man 
50 years of age, say, to get a mortgage loan for residential housing? 

Mr. Mason. I don’t know whether that is carried over to single- 
family housing. We didn’t explore that part of it. 

Mr. O’Hara. The older a man gets, the more difficult it becomes 
for him to negotiate a loan for a home. Isn’t that a fact? 

Mr. Mason. I would think that might be so. I am sure you know 
our appraisal system on a house. We use three different methods 
of arriving at them. 

Mr. O’Hara. What are they? 

Mr. Mason. I can’t recite them. 

Mr. O’Hara. Thank you very much. 

The Cuarrman. Mr. Vanik. 

Mr. Vanix. Mr. Chairman, if either Mr. Cole or Mr. Mason will 
answer this question, I will be very happy. What portion of the loan 
authority, if any, is earmarked for the urban renewal projects about 
which we have heard today? 

Mr. Cote. Of this insurance authority in the joint resolution? 

Mr. Vanik. Yes, what portion of your authority is earmarked? 

Mr. Coir. We do not earmark anything. The Congress, at one 
time, kept all these programs separately, but last year everything 
was put into one basket. 
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Mr. Vanrx. And the determination of the allocations is made by the 
Commissioner? 

Mr. Mason. Yes, sir, it is my responsibility. 

The Cuatrrman. Mr. Widnall. 

Mr. Wrpnatu. You spoke about a continuing market analysis. Is 
that made available to the VA people? 

Mr. Mason. Yes, sir, it is, on an informal basis. 

Mr. Wipnatu. Do you coordinate your own programs to the extent 
that if you find a market saturated, they also will find that market 
saturated, or are they liable to go on on their own? 

Mr. Mason. We furnish them the information, sir. What they do 
with it is, of course, their business. But we do cooperate with their 
program by giving them this information, and it is at their request as 
well as ours. We sat down together and thought this information 
should be available to them. Of course, their approach to the program 
is quite different from ours. 

Mr. Wipna.t. I understand that, but I was interested in knowing 
whether or not you coordinated vour dec isions to the extent that both 
agencies would say ‘‘This area is saturated.’ 

Mr. Mason. We give them the information we have. 

Mr. Cour. The decisions are not coordinated. 

Mr. Wipnatu. Thank you very much. 

The Cuarrman. Mr. Betts. 

Mr. Bervts. Going back to this question of saturation, did I under- 
stand you to say that the FHA has the authority to regulate the 
production of building in a certain given area? 

Mr. Cote. The FHA has the 1 ight to determine whether or not they 
will insure a given project, yes. 

Mr. Berrs. You base that on simply the question of whether the 
area has reached the saturation point? 

Mr. Cote. Yes, sir. 

Mr. Berts. So you have quite a bit of authority? 

Mr. Cote. Yes, sir. 

Mr. Berts. You exercise that not only on a nationwide, but on an 
area basis, is that not true? 

Mr. Cote. Yes. 

Mr. Mason. It is exercised on the area basis. 

Me. Coxe. It depends upon what you mean. What do you mean 
by a “national basis’’? 

“Mr. Berrs. Whether or not the country has reached the saturation 
point. 

Mr. Cour. Mr. Mason made the point that the market analysis has 
respect to individual areas, which is right. 

Mr. Berts. I see. 

Mr. Cour. As the individual areas make up the whole, is what I 
had in mind. 

Mr. Berrs. Yes. Just to carry that one step further, if you in- 
creased the authority, would you say that this is a measure which 
would encourage production? 

Mr. Mason. Not in the slightest. 

Mr. Berts. What I was getting at is this: You wouldn’t say there 
is anything about this bill which would contain the germs of anything 
which might become inflationary? 

Mr. Mason. As far as FHA is concerned, it is not inflationary. 
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Mr. Berts. That is all. 

The CHarrnman. Mr. Fountain. 

Mr. Fountain. What is the total now authorized to be loaned under 
this entire program? 

Mr. THornton. $20,842 million is the present mortgage insurance 
authorization. Then there is another insurance authorization of 
$1,750 million for the title I program of property improvement loans. 

Mr. Fountain. Are those figures taken into account when the 
Budget Bureau computes its figures for the purpose of determining 
whether or not we will have a balanced budget? 

Mr. THornton. The insurance authorization is not a part of the 
computation of the budget. The FHA’s authorization for adminis- 
trative expenses is taken into account in the budget. The request for 
insurance authorization is related to the volume of activity that we 
are expected to do, which is determined in the administrative budget. 
But the insurance authorization itself is not part of the budget. 

Mr. Fountain. Thank you. That is all, Mr. Chairman. 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. You say in your statement, Mr. Mason, “the net us 
of authorization.”” That means if there is a billion dollars worth, 
and the guaranties run out, you use that money as a continuing ability 
to reguarantee, is that correct? 

Mr. Mason. Yes. 

Mr. Mumma. Don’t you think the saturation depends on the indi- 
vidual’s ability to pay? In other words, if the average fellow is paying 
$10,000 per hour, if some person comes along with one for $9,000 that 
has the same convenience—maybe he uses his ingenuity or buying 
power to get down to that price—that reopens the field to him, does 
it not? 

Mr. Mason. I am afraid I don’t understand the question. 

Mr. Mumma. The point I am getting at is this: The market may 
become saturated at today’s price level, but if somebody comes along 
with some ingenuity, or mass buying, and can produce that house for 
$9,000 instes ad of $10,000, he reopens a field for people to refigure 
whether they can afford it or not, does he not? 

Mr. Mason. Yes. 

Mr. Mumma. So that saturation is a rather uncertain or indefinite 
point. 

Mr. Cour. It isa very difficult point to determine. I think you are 
right, that methods of production and costs do enter into the question 
of market analysis. 

Mr. Mumma. I don’t know whether Mr. O’ Hara asked the question 
or not, I didn’t hear him very well, but has there been any noticeable 
defaulting in mortgages that you learned of? In other words, has 
unemployment affected the mortgage program? 

Mr. Mason. We have studied the defaults because we are very 
much interested in this point, and the default market is not noticeably 
increasing. It is going along at a very low level, on a gradually ascend- 
ing line, but at a very modest rate. 

Mr. Mumma. Mr. Mason, both having been in the same type 
of business, don’t you think the present highly competitive situation 
in auto versus house drive for the consumer dollar gets down to this: 
If this shrinkage of employment should be continued, it will be the 
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question who gets the payment, the fellow with the automobile or 
the fellow with the house? 

Mr. Mason. The time will come, yes, sir. 

Mr. Mumma. That is all. 

Mr. Cuarrman. Mr. Reuss. 

Mr. Reuss. Mr. Cole, I have 2 or 3 questions to ask. You have 
requested the authorization of $1,500 million new insurance. I would 
like your judgment, since that is a large sum of money, as to the 
probable exposure of the United States Treasury as a result of the 
Congress granting that mortgage insurance increased authorization. 
I realize it is a matter of opinion, but, of course, we need your opinion 
on that. ‘ 

Mr. Cote. I would like to have Mr. Mason start it. 

Mr. Mason. In the first place, we do have reserves built up in FHA. 
They are not ample to take care of everything, but we are currently 
assisting a study outside of Government—life-insurance companies, 
for example—because they feel it is a factor which will be helpful to 
them as well as to us, to know at what point our reserves do become 
ample. 

Then, as you know, when there is a default in FHA, we do not pay 
in cash, as VA does. We give the man a 20-year debenture bond. 
So always, in the past—it may not happen in the future, but we hope 
it might—a factor which has caused a great wave of foreclosure rights 
itself, and property values come back. The experience of the Home 
Owners Loan Corporation in disposing of the unfortunate situation 
which they took over in the thirties, demonstrates this. They got 
back, because of the confidence of the public in the soundness of our 
general economy coming back and evidencing itself, they got their 
investment back much before the 20-year period. 

However, I do not discount the fact that it is the strength of the 
United States back of this program which makes it work. In other 
words, we do need the credit of the United States. But the possible 
exposure of the Treasury is quite remote. 

Mr. Reuss. I appreciate the fact that payment ultimately is in 
debenture bonds, rather than in cash. However, that is still an 
obligation of the Treasury. My question was what, in the opinion 
of the agencies, is the probable exposure—in other words, how much 
of this billion and a half extended mortgage insurance authorization 
do you anticipate will go sour and require the coming to the rescue 
by means of 20-year debenture bonds? If your answer is zero, so 
state. 

Mr. Mason. I think I may state at the risk of being accused by 
Mr. O’Hara of being an optimist, that under any foreseeable conditions 
which will arise in the immediate future, the risk is zero. 

Mr. Reuss. Just one other question: It is true, is it not, that the 
extension of this new billion and a half of mortgage insurance will, 
through permitting the building of many ownership and rental units, 
have a profound effect upon city planning, and what the landscape 
here in America is going to look like in the next few years? 

Mr. Coxz. I think the answer to your question is generally yes. 
Certainly I feel that FHA has had in the past and will bave in the 
future, quite an impact upon the good neighborhoods, in the develop- 
ment of cities. This is our overall agency policy, to do what we can. 
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Mr. Mason. To add to that, two of the things that FHA does is 
to have property standards—to be sure that property is well built. 
We do it for insurance purposes, but for the benefit of the public, too. 
In the second place, where a group of houses are being built together, 
a community or a project, we have staff engineers who oversee the job 
that the proposed builder wants to put up, and have requirements 
there, as to not putting all the houses one way on the street, and so on. 

Mr. Ruvuss. That suggests a question that I want to ask. At your 
convenience, you can supply me with the answer to it. To what 
extent does FHA as a matter of policy attempt to affect the shape of 
things to come with respect to city and regional planning, with respect 
to transportation, communication, with respect to green areas, parks 
and playgrounds, with respect to civil defense, and with respect to 
anything else which goes to make up the totality of regional planning? 

Mr. Mason. I will be glad to put that in the record. 

(The information referred to is as follows:) 


Among the various mortgage insurance programs provided for in the National 
Housing Act, the section 220 program for insurance of mortgages on new and 
rehabilitated housing in urban renewal areas is the only program which has a 
direct statutory relation to city planning activities. As adopted in the Housing 
Act of 1954, section 220 (d) (1) provides the following: 

“(]) * * * 

““(A) be located in (i) * * *, or (ii) an urbal renewal area (defined in title I 
of the Housing Act of 1949, as amended) in a community respecting which the 
Housing and Home Finance Administrator has made the certification to the 
Commissioner provided for by subsection 101 (c) of the Housing Act of 1949, 
as arended: Provided, That a redevelopment plan or an urban renewal plan (as 
defined in title I of the Housing Act of 1949, as amended), as the case may be, 
has been approved for such area by the governing body of the locality involved 
and by the Housing and Home Finance Administrator, and said Administrator 
has certified to the Commissioner that such plan conforms to a general plan for 
the locality as a whole and that there exist the necessary authority and financial 
capacity to assure the completion of such redevelopment or urban renewal 
Hien, * * 4,” 

Thus, through the carrying out of the responsibility of the HHFA Adminis- 
trator, each individual mortgage insured by FHA under section 220 must be 
consistent with an established city plan. 

With respect to other mortgage insurance programs, FHA’s analysis to deter- 
mine the acceptability of the transaction for mortgage insurance undertakes, 
among other things, to determine the suitability of the individual property to 
the neighborhood within which it is to be located. For each property, also, 
FHA analysis appraises the adequacy of available community facilities such as 
public transportation, police and fire protection, schools, shopping facilities, 
churches, ete. 

When requests are made to FHA for insurance of either rental housing projects 
or subdivision developments of homes, FHA analysis of the proposed undertaking 
includes critical review of the land planning aspects of the proposal. When the 
quality of land planning is inadequate or improvements seem feasible, FHA 
land planners collaborate with the sponsors in providing the best possible design 
of land uses for the proposed development. Such land planning is intended to 
provide a maximum of long-term livability, convenience, attractiveness and sta- 
bility for the proposed development. The remaining underwriting analysis for 
such a proposal provides also critical review of the availability of the various 
community facilities mentioned above and the adequacy of these facilities as 
compared with competitive locations. 

It is a responsibility of the insuring office director in the review of such proposals 
to assure that developments of either rental or sales housing assisted with KHA 
mortgage insurance are not inconsistent with the objectives of official city planning 
in the community in which they are located. To the extent that there may be 
embodiment of the community’s city plan in either zoning or other ordinances, any 
violations which may be revealed by review for mortgage insurance are required 
to be remedied before approval for mortgage insurance. 
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The CHarrmMan. Mr. MeVey. 

Mr. McVey. No questions. 

The CuairmMan. Mrs. Griffiths. 

Mrs. Grirrirus. I would like to ask who determines how many 
houses are going to go into a community. Do you determine it by 
houses or by money? 

Mr. Mason. I would have to give you a little bit of a lengthy 
answer to this. A builder comes to us with an application for 
mortgage insurance on a project. We have a department which we 
call our market analysis section, and if there is a question in the mind 
of our insurance director, as to whether this project is needed—if the 
project is a small one or if it is in a growing community, he may not 
need an analysis. ‘Then the director of the i insuring office makes the 
decision immediately. 

If the project is a large one, and he doesn’t know whether the area 
will absorb, in his mind, 1,500 houses, for example, then he calls for 
one of our market analy Ris to come in and do a survey of the area. 
At that point we determine not how many houses should be built, 
but how many we will insure. 

Mrs. Grirrirus. When you have made this determination on the 
market, and then another person arrives for an FHA mortgage, with 
the best credit imaginable, do you shut him off? 

Mr. Mason. If the area is completely built and there were no 
more need for any houses—and I can think of one or two places where 
that has happened—no applicant could get a mortgage. It would 
be in the order of making the application. 

Mrs. Grirrirus. So it is on the credit of the community, not on 
the credit of the individual person, is that right? 

Mr. Mason. It bas no bearing on the individual person. It is just 
what is needed or what we in FHA feel are good risks. 

Mrs. Grirrivus. But all people are not treated alike? 

Mr. Mason. Individuals are treated in order just as when you go 
in the grocery store and you get a number and are waited on in order. 

Mrs. Grirrirus. First come, first served? 

Mr. Mason. Yes. Of course, if the number 1 person was one we 
couldn’t do business with, the number 2 person would be considered 
next. 

Mrs. Grirritus. But if you determined on 100 houses in an area, 
and 101 arrived, the 101st person would be cut off? 

Mr. Mason. This discussion applies to speculative building. If 
individuals are building for themselves, they can always get insurance 
commitments. It is the speculative builder who builds houses to sell 
and has no customers that we are talking about. And if we feel that 
an area will take 1,400 houses during the year we are pretty sure not 
to give the 1,400 houses to any 1 or 2 builders. 

The Cuarrman. Mr. Nicholson. 

Mr. NicnHoutson. No questions. 

The CuarrmMan. Mr. Ashley. 

Mr. Asuiey. Mr. Cole, relative to your request for increased au- 
thorization, just for the sake of my information, do I understand that 
there is currently on the books authorization, something in excess of 
$20 billion, of which $393 million is currently available? 

Mr. Cour. Yes, sir; that is correct. 














Pe 
eens 











NATIONAL HOUSING ACT AMENDMENT 29 

Mr. Asuuny. The second inquiry that I would have is relative to 
the three criteria which determine a loan. I don’t care about the 
exact language, but 1 would be interested in those criteria. 

Mr. Mason. You mean the methods of appraisal, of arriving at a 
value of a house? 

Mr. Asuury. No, I am talking about the particular applicant, and 
what criteria are applied to that applicant with relation to the pro- 
posed loan or possible loan. 

Mr. Mason. The criteria, sir—I am afraid I may have misled vou 
in my other remarks: The criteria that 1 spoke about are three dif- 
ferent methods of studying the value of a house in order to arrive at 
what we think is the value of the house. 

Mr. Asuiry. I am interested in the criteria that are applied to 
the individual applicant. 

Mr. Coiz. The mortgagor? 

Mr. AsHury. Yes, sir. 

Mr. Coxtz. And you are talking about an individual person wanting 
to buy a house and not a speculative builder? 

Mr. Asuury. Yes, sir. 

Mr. THornton. There are no fixed criteria. I think it should be 
said that each individual transaction is examined for the purpose of 
judging the required monthly payments and housing expense that the 
borrower is undertaking in purchasing a home—not just his mortgage 
payments, but taxes, heating costs, whatever expenses he is likely to 
have in operating his home. These are reviewed by FHA and related 
to his income, and the stability of his income, and as Mr. Mason said, 
his life expectancy of prospective earnings. The property itself is 
examined to relate it to the neighborhood in which it is located, the 
suitability of the improvements proposed for the lot, to the neighbor- 
hood, whether the value of the property after completion of construc- 
tion 1s appropriate to the area in which it is being built, or whether 
the relationship between the property and the neighborhood will 
detract from the value of the property and structure as security for 
an insured mortgage. 

There is also an examination of the mortgage plan, the relationships 
between the mortgage amount, the value of the property, and the 
income of the borrower. 

All of those things are looked at simultaneously, and in relation to 
each other, in judging the acceptability of the transaction. 

There is a required downpayment, of course, which is established 
in the law. 

Mr. Asuuey. Yes, sir. 

Mr. Tuornron. The maximum ratio of loan to value is set for a 
new house at 95 percent of the first $9,000 in value, and 75 percent 
of the value in excess of $9,000. The difference between that maxi- 
mum mortgage and the purchase price has to be accounted for by 
downpayment. 

Mr. Asuiny. Would there be available any statistics on the various 
ages of the mortgagors under the program? Perhaps their annual 
incomes, and so forth? Would you have any statistics on that? 

Mr. THornton. Yes, sir; in our annual report each year we present 
distributions of the borrowers for both new homes and existing homes 
in accordance with their annual incomes. We do not have summar- 
ized information on the ages of the borrowers. We have made special 








30 NATIONAL HOUSING ACT AMENDMENT 


studies for that purpose, just as a matter of occasional information, 
and the median age, for your information, has declined during the 
period in which FHA has been operating, from around 36 or 37 years 
of age in the earliest studies that we made back about 1937, down to 
about 33 in the last study, 6 or 7 years ago. 

Mr. Asuutey. Thank you very much. 

The Cuarrman. Mr. Bolton. 

Years ago Mr. Bolton’s distinguished father served on the Nivers 
and Harbors Committee. We had great respect for him. 

Mr. Bouron. Thank you, Mr. Chairman. 

Of the $20,800 million authorization now outstanding, is any part 
of that carried as a liability of the Government in the national debt? 

Mr. Cotz. Not the authorization. 

Mr. Boiron. The only liability that would be carried are the pay- 
ments which are made by bonds? 

Mr. Cots. The debentures. 

Mr. Tuornton. The FHA debentures are liability of the individual 
insurance fund which issues the debentures, but they are not liabilities 
of the Treasury. The Treasury guarantees their payment, but they 
are not listed as Treasury liabilities. 

Mr. Boiron. Therefore, they, too, are not carried as a computation 
in figuring the size of the national debt? 

Mr. Tuornton. The debentures, being guaranteed by the United 
States, are considered in computing the national debt. 

Mr. Bouron. Thank you. 

No further questions. 

The CuatrmMan,. Mr. Davidson. 

Mr. Davipson. I didn’t hear the last part of your answer because 
I think it might have answered the question I had in mind. 

Do I understand that this money that is being requested for pur- 
poses of authorization, when it is committed, does not become a part 
of our national-debt limit? 

Mr. Tuornton. That is right. It does not. 

Mr. Mason. This isn’t money that we are taking and loaning, you 
understand. This is simply authorization, guaranteeing that the 
money someone else loans will be repaid. 

Mr. Davipson. I appreciate that, and when these loans are guar- 
anteed, when commitments are made by the FHA, those commit- 
ments, the amount thereof, do not become a part of the national-debt 
limit? 

Mr. Mason. That is correct. 

Mr. Botton. They may not be considered as a part of the national 
debt, but they are nonetheless guaranteed by the Federal Goverament 
and, therefore, actually are a liability of the Government in the amount 
of $20,800 million; are they not? 

Mr. Cour. Well, Mr. Bolton 

Mr. Bourton. I mean a potential liability? 

Mr. Cots. All right. 

Mr. Mason. A remote potential Jiability. 

Mr. Botton. If we were going back to the gentleman from Illinois, 
and the bucket fell out 

Mr. Cote. I understand. 

Mr. Berts. Will the gentleman yield? 
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Mr.:Botton. I yield. 

Mr. Betts. There is another source liable for payment of defaulted 
mortgages, in addition to the Government, due to the fact that every 
payment that is made on FHA includes a premium payment on 
insurance, which creates a fund in itself, which is primarily a reserve. 

Mr. Mason. That is correct. 

Mr. Berts. I think that should be made clear. 

Mr. THoRNTON. You also have the property value, which is ahead 
of the insurance fund. FHA’s first protection against loss is in the 
property which is acquired whenever debentures are issued. In the 
event the property value is not sufficient to liquidate the debentures, 
the insurance fund absorbs the loss. Only when that fund is exhausted 
would the Treasury be liable. 

Mr. Betts. I think that should be brought out, that in between the 
liability of the property and the ultimate liability of the Government 
is this insurance which the mortgagors create whenever they make 
payments on their mortgages. 

Mr. Mason. That is correct. 

Mr. Berts. What is the amount of that fund? 

Mr. THornton. I believe 11 insurance funds are operating now. 
One is the mutual insurance fund for the section 203 program. That 
fund has presently about $260 million of assets available as reserve 
protection against any debentures we might issue. The other insur- 
ance funds, excepting the title I funds, in legislation—passed 2 years 
ago, I believe—were authorized to transfer assets from 1 fund to 
another in the event that any 1 fund needed additional support, and 
the combination of all of those funds has something in the neighbor- 
hood of $200 million of assets. So we have in the aggregate about 
$450 million worth of assets in all of our mortgage-insurance funds. 

Mr. Berrs. That is all. 

Mr. Davipnson. The debentures would be a direct obligation of the 
United States Treasury, wouldn’t they, if and when issued? 

Mr. THornton. They are direct obligations of the Federal Housing 
Administration’s msurance funds. Only in the event the insurance 
fund is liquidated and unable to redeem the debentures when they come 
due—most of them 20 years hence—in that event the Treasury would 
have to pick them up as guaranteed bonds. 

Mr. Davipson. So there are many safeguards between the obliga- 
tion of the Treasury and these exposures? 

Mr. Mason. Yes, sir. 

Mr. Mutrer. The fact of the matter is, the day the bond or beben- 
ture is issued it is an obligation of the Government which is within 
the debt limit, even though there is security to pay it? 

Mr. Coxe. The day the debenture is issued. That is true. 

Mr. Mutrer. Even though it is payable 20 years hence it is part of 
the debt limit the day you issue it? 

Mr. Cour. The debenture itself is; yes, sir. 

Mr. Davipson. I think that was my question. We are obligated 
under a law passed last year, Mr. Mason, to cut back the debt limit by 
$5 billion. Is there any consideration taken of that obligation on the 
part of the Congress in connection with the isusance of these deben- 
tures? 

Mr. Mason. I am sorry, I will have to ask you to state it again. 
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Mr. Davipson. Last year we passed a law increasing the debt limit 
to $281 billion, with the provision that as of June 1955 the Congress 
will cut it back by $5 billion. 

Mr. Mason. Yes, sir. 

Mr. Davipson. Has there been any consideration with regard to 
the issuance of these debentures of that obligation on the part of the 
Congress? 

Mr. Coir. No. The debentures are issued as required by the 
insurance contract. 

Mr. Mason. You understand, of course, | am sure, that we cur- 
rently have relatively no debentures out. We retire them as rapidly 
as issued. 

Mr. Davipson. You are counting on the remoteness of the possi- 
bility? 

Mr. Mason. That is right. 

Mr. Mutter. As of this moment there are over $22 million of such 
debentures outstanding? 

Mr. Mason. But we have over $300 million in cash and Govern- 
ment securities with which to retire them. 

Mr. Mutter. I understand, but when the Treasury comes in and 
asks for an increase in the debt limit, all they say is, ‘“‘We owe X 
dollars and we expect to owe Y dollars, therefore the debt limit must 
be increased.” 

Mr. Mason. That is right. 

Mr. Mutter. Those debentures must be counted by the Treasury 
as part of the debt limit. 

Thank you. 

The CuarrmMan. Mr. Bass. 

Mr. Bass. No questions. 

Mr. Woucorr. Mr. Chairman. 

The Cuarrman. Mr. Wolcott. 

Mr. Wo.corr. Are these debentures a liability of the Treasury? 

Mr. Coxe. Yes; a contingent liability. 

Mr. Wo corr. I think they are guaranteed unconditionally, as I 
understand it. So long as you owe them and don’t demand cash for 
them from the Treasury, the Treasury hasn’t got to raise the money. 
I don’t know. I am just throwing that out as a thought. 

There is an indirect liability in respect to commodity credit obliga- 
tions, which is carried as part of the debt. 

Mr. Mutrer. I think that is a fact, that these debentures we are 
talking about, the ones the agency causes to be issued to the holders 
of the mortgage, when the mortgage goes in default the holder has 
the right to turn it back to the agency, and they must issue Govern- 
ment obligations for it. I think you will find those debentures are 
within the debt limit. 

Mr. Wo.corr. We will find out about that. 

Mr. Mutter. One other matter before we conclude: Can you tell 
us whether or not, when the applications come in, you allocate, before 
committing, the amount or amounts of these applications? In other 
words, if you are authorized to issue commitments for a billion and a 
half dollars today, and you have a billion dollars’ worth of applications 
on hand, do you allocate them and say ‘‘We only have a half billion 
left to us?” or do you wait until the mortgages are actually insured 
before you arrive at the figure of unused balances? 
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Mr. THornton. The limitation in the law is on the amount of 
mortgages which may be insured rather than on the amount which 
may be committed. In order to protect the Commissioner against the 
possibility of insuring more than we have authorization for, we charge 
off authorization at the time a commitment or a statement of eligibility 
is issued. We do not reserve authorization at the time of application. 

Mr. Mutter. So that the figures you have given during the course 
of this hearing thus far indicating what has been used of your authori- 
zations, actually have been not only committed, but also insured? 

Mr. THornton. Yes, sir; it covers both commitments and insurance, 
and statements of eligibility under sections 803 and 213. 

Mr. Mutrer. And this additional authorization you are asking for 
now is to be added to the total authorization you have now. And on 
the basis of that you will take in a certain additional number of 
applications? 

Mr. THornToN. We have a continual revolving of authorization 
through the expiration of commitments which are presently outstand- 
ing, and through the repayment of mortgages which are presently 
insured. 

So the insuring programs never come to a complete stop at one point 
and start again. The return of authorization is a continual process. 

Mr. Mutter. Is this the period of the year when the building in- 
dustry does its maximum planning ahead? 

Mr. THornton. Yes, sir. 

Mr. Mutter. This would be the period of the year when you would 
get your maximum applications for loans? 

Mr. Tuornton. That is right. 

Mr. Mutter. Thank you. 

Mrs. Sutuivan. I would like to know, if the information is available, 
how many individual homes have been insured and how many units, 
in large projects? Is it possible to get that information? 

Mr. Mason. Yes, ma’am. 

Mr. Coxiz. We will supply it for you. 

We can give it to you now. 

Mr. THornton. Cumulatively, since 1934, when the FHA began 
insuring operations, we have insured under our various project pro- 
grams a total of 668,342 dwelling units. This is through December 31, 
1954. 

Mrs. Sutiivan. Those are individual? 

Mr. Tuornton. No, dwelling units in multifamily projects. 

In our home-mortgage programs, we have insured a total of 
3,828,286 dwelling units, both new construction and existing con- 
struction. 

Mrs. Sutiivan. Would it be possible for the 668,000 to be broken 
down into number of projects, and how much of it is public housing 
and how much of it is not? 

Mr. THornton. This is all privately financed housing. 

Mr. Coie. We can give you the figure on public housing, if you 
would like it. 

Mrs. Sutuivan. I think that would be interesting. 

Mr. Coie. We will get that for you. 

(The information is as follows: ) 
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Number of units in public housing projects under management or construction. as of 
Dec. 31, 1954 
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1 Government assistance in form of loans and annual contributions to low-rent housing, and transfer of 
projects to local governments under contracts calling for return to the Government of net income for a 
period (40 years for 30,587 units under low-rent program). 


Mr. Txornton. These project units are in a total of 8,450 projects. 

Mrs. Suutirvan. Thank you. 

The CHarrman. If there are no further questions, the committee 
will adjourn to meet at the call of the Chair. 

Thank you very much, Mr. Cole and Mr. Mason. 

(Whereupon, at 12:49 p. m., the committee adjourned.) 
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TUESDAY, MAY 17, 1955 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, Rains, Multer, O’Hara, Fountain, Reuss, Ashley, Davidson, 
Kilburn, McDonough, Widnall, Betts, McVey, Nicholson, Bass, and 
Mrs. Sullivan. 

The CHarrRMAN. We will come to order. 

We will take up first H. R. 3327. 

(H. R. 3327 is as follows:) 


{H. R. 3327, 84th Cong., 1st sess.] 


A BILL To authorize the conveyance of certain war housing projects to the city of Warwick, Virginia, and 
the city of Hampton, Virginia 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That notwithstanding any other provisions of law, 
the Housing and Home Finance Administrator is authorized to sell and convey 
at fair market value as determined by him (a) (1) to the city of Warwick, Vir- 
ginia, or to a public housing authority for such city, or to any agency or corpora- 
tion, established or sponsored in the public interest by such city, all of the right, 
title, and interest of the United States in and to war housing project VA—44061, 
and that portion of war housing project VA—44067 which lies within the limits 
of said city of Warwick, and (2) to the city of Hampton, Virginia, or to a public 
housing authority for such city, or to any agency or corporation, established or 
sponsored in the public interest by such city, all of the right, title, and interest 
of the United States in and to that portion of war housing project VA-44067 
which lies within the limits of the city of Hampton, or (b) to the cities of War- 
wick and Hampton, Virginia, jointly, or to a public housing authority for such 
cities, or to any agency or corporation jointly established or sponsored in the pub- 
lic interest by such cities, all or either of the projects mentioned in (1) and (2 
above. Any sale pursuant to this authorization shall be on such terms and con- 
ditions as the Administrator shall determine. 


The CHarrMAN. We will hear Mr. Robeson. 


STATEMENT OF HON. EDWARD J. ROBESON, JR., A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Roseson. Mr. Chairman, first I want to thank vou for helping 
me with this bill, which is of great interest to us down there. 

The CHarrMAN. We are always glad to help our colleagues with 
meritorious bills. 

Mr. Roggson. Thank you. 

This disposes of three warehousing projects that the Government 
has in the Newport News area, and provides for their sale to the 
city of Warwick and the city of Hampton, Va. 
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There is no one or no group of people that is opposed to it. Every- 
one is in favor of it, and has asked me to expedite the matter, including 
the housing agency. 

The Senate has passed a bill which Senator Robertson introduced. 
I would appr eciate it, therefore, if your committee could accept the 
Senate bill, S. 755, in lieu of my bill. 

The Cuarrman. Where are these properties and for what are they 
going to be used? 

Mr. Roserson. They are in the city of Hampton, and in the city 
of Warwick, and adjacent to Newport News, and were built to be 
removed. The big housing project occupied land that was for 
industrial purposes as well as residential purposes, and the Ferguson 
Park project is on land that was taken by the Navy, at the entrance 
to the James River Bridge, off the main highways. So it is of par- 
ticular importance to the municipalities to acquire this land for 
various reasons, and not let them be just bought by some speculative 
interests. 

Mr. Brown. This is a straight-out sale? 

Mr. Rospgson. Yes, sir. 

The CuarrMan. Has the price already been fixed by arbitration? 

Mr. Roxpsrson. No, the bill provides that they will be sold for their 
fair market value as appraised by independent real estate appraisers. 

Mr. Brown. Sold on such terms and conditions as are fixed by the 
Public Housing Administration? 

Mr. Roxpgson. Yes, sir. 

The CuarrMan. Are there any questions? 

Mr. Founrarn. You prefer us to take action on the Senate bill? 

Mr. Roserson. Yes, sir. That is, my advisers who know more 
about it than I do have told me that that would expedite the matter, 
and that is what we are anxious to do. 

Mr. Wipnatu. Was anyone against this in the Senate? 

Mr. Roxsrson. No, sir; everyone was favorable. The residents are 
all favorable. 

Mr. Brown. It passed the Senate unanimously, I understand? 

Mr. Roxseson. Yes, there was no opposition of any kind. 

The CuairMan. There is no opposition in the locality? 

Mr. Roprson. No, sir. 

The CHarrMAN. If there are no further questions, we will take the 
matter up in executive session later. 

Thank you very much. 

We will now take up H. R. 5512 

We will hear from our colleague, Congressman George 5S. Long. 

Mr. Long, you have a bill with regard to the disposition of some 
property, also. Will you tell us about this property, Mr. Long? 


STATEMENT OF HON. GEORGE S. LONG, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF LOUISIANA 


Mr. Lona. Mr. Chairman and members of the committee, I 
personally want to thank the committee for the privilege of appearing 
here this morning in the interests of H. R. 5512. 

I might say at the outset that I don’t believe there is any contro- 
versy over this bill, but I think probably it would be proper for me 
to state just what it does and what we intend it to do, for the benefit 
of the committee. 
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This proposes to sell back to the State of Louisiana a piece of land 
acquired from a State hospital during World War II, during the 
emergency. ‘This is 90 acres of land that was taken from a tract of 
more than 300 acres upon which is built a mental institution, which 
is a State hospital, in the State of Louisiana. 

I am told by Mr. Sam Jones, who was then the Governor of the 
State, that it was the intention and the intention of the Government 
that when the Government had finished with it it would be turned 
back to the State in order that they might be able to use it for hospital 
purposes, and along that line the State and the Government arranged 
the architecture in such a manner that the partitions and buildings 
could be changed so it could be used for hospital purposes. 

But somewhere through the contract it didn’t seem that it could 
be turned back to the Government without being sold or without 
some kind of legislation. So I met with the Housing and Home Fi- 
nance Agency, which is the agency having control of this particular 
piece of property, and we are agreed upon a price that the State 
should pay for that particular piece of property, $300,000, to be paid, 
if possible, out of the money which is allocated for the use of States 
for the building of hospitals, the Hill-Burton money. 

If this money could not be used then the legislature is prepared to 
pass a bill immediately after this one is passed, through which the 
State will pay for it in the event that that money cannot be used. 

The Housing Administration, and those whom we contacted, felt 
that they do use the Hill-Burton money because that was for the 
purpose of building new hospitals, and inasmuch as these buildings 
have already been built by the United States Government we felt 
they could be turned back to hospital use, and this money could be 
used just as in the case of new hospitals. However, if there is any 
question about that we will pay for it, anyway. 

I might say it would work quite a hardship upon that hospital if 
they were to lose this 90 acres of land, which was never intended. 
At the time of the emergency the Government wes seeking a place 
where it could build a housing project to take care of laborers building 
the airports and various Army camps in and eround Alexandria, La., 
and the State leased this land to them for $1 for 5 years, with the 
privilege of renewing that lease if need be. 

It was understood, I think, that the emergency was still in existence. 
However, when that was over the Government then rented this prop- 
erty for several years to ex-servicemen. There seemed to be a need 
for a housing program. But that need having disappeared at this 
particular time the Government decided that it wanted to sell the land, 
and they contacted some of the State officials to find out if the State 
would like to buy it. They contacted me and I began the negotia- 
tions with the Housing Administration people, with the result that 
we have all agreed upon a certain state of facts, and this bill was pre- 
pared by the Government for introduction by me in order that the 
State might acquire this property. 

That, in brief, is what it does. If there is anyone opposed to it I 
don’t know who it might be. 

Mr. Brown. The purchase price was agreed upon between the State 
of Louisiana and the Government of the United States; is that right? 

Mr. Lone. That is right. 

The Cnarrman. The price was fixed by arbitration? 
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Mr. Lona. Yes, sir. 

The CuarrmMan. What are the terms of the lease under which the 
Government would have the property? Five years, renewable for 
how long? 

Mr. Lona. Five years, to be renewed for an additional 5 years, or 
they could, if they cared to, acquire the property. The Government 
could buy it, if it saw fit to, but they have decided that they didn’t 
want to buy it, and not having purchased it they are not able to sell 
the property to individuals because most individuals who would buy 
a piece of property of that kind would have to have a mortgage on it, 
and no one will loan the money because the Government does not have 
title. 

The CuHarrMan. It is to be used for hospital purposes? 

Mr. Lona. Yes, sir. 

The CuarrMan. What investment has the State of Louisiana in that 
hospital, now? 

Mr. Lona. I would say in the neighborhood of $10 million. 

The CHArrRMAN. It is one of the big mental institutions in the’State? 

Mr. Lona. Yes, sir; it has more than 4,500 patients in it at this 
time. 

The CHarrMan. Are there any questions? 

Mr. O’Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

Mr. Lone. I might add this, if I may, this would work a particular 
hardship on that institution for the reason that the outlet from that 
hospital is through the ground upon which these buildings have been 
erected, going out to where there is a bridge crossing the Red River, 
adjoining the property. Otherwise, they would have to go back a 
good way to reach Alexandria, and go through other properties which 
are not at this time owned by them. 

In other words, except for one side, they are somewhat shut off, 
unless they do acquire this property. 

Mr. O’Hara. Mr. Chairman, I want to comment that our distin- 
guished and beloved colleague from Louisiana is one of the ablest men 
in the House, and I am sure his name would not be attached to a bill 
that was not entirely meritorious. 

Mr. Lone. Thank you. 

Mr. Bass. Dr. Long, would you tell us in a little more detail just 
how that $300,000 purchase price was arrived at? 

Mr. Lona. Yes; the Government, together with the State—all the 
people who evaluated this property were people who lived in the State, 
and who knew about the property, and they placed a value on the 
property, through a committee. I don’t know exactly how it was 
formed, but it was a committee of men that the Housing Administra- 
tion had appointed to value this property, and I think they placed a 
value on it the last time of about $350,000. We undertook to raise 
the money, in various ways—in fact, it was left to me to work it out, 
and I got hold of the housing people and explained to them how I 
thought it could be done, and we came to an agreement that if this 
money could be paid in, over a period of 3 years, that they would be 
willing to recommend a price of $300,000. That is how the figure was 
arrived at. 

Mr. O’Hara. In other words—— 

The CHartrMan. There is no objection to your bill anywhere, is 
there? 
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Mr. O’Hara. No, sir. 

The CHarrMan. I understand the housing people are here. 

Mr. Lona. The housing people want to get rid of it, I will be frank 
with you. It is a proposition they can’t do much about, with the 
title as it is at this particular time, and if they were to advertise it for 
sale at a certain price, the man buying it would have to pay cash for 
it if he took it, and he couldn’t borrow money because the Govern- 
ment can’t give him title. 

The Cuatrman. Do I understand that the housing people are here, 
and they are in favor of it? 

Mr. Lona. Yes, sir. 

The CuarrmMan. Mr. Bass. 

Mr. Bass. Just one more question. 

Do you know offhand what the reproduction costs or how much it 
cost to build this property? 

Mr. Lona. I only know by what I have been told by the people 
who are interested in it, but around $1,200,000 was the original cost. 

Mr. Bass. And that was constructed during the last war? 

Mr. Lona. It was coastructed during World War IT; yes, sir. 

Mr. Bass. And this $300,000 figure that was arrived at was arrived 
at by a committee on which there was a representative from the 
Federal Government? 

Mr. Lone. They appointed all of them. 

Mr. Bass. That is all, Mr. Chairman. 

The CuarrMan.* Thank you, Mr. Long. 

We will call Mr. Currie. 

You are familiar with both of these propositions, Mr. Currie? 

Mr. Currin. Yes, sir; Mr. Chairman. 


STATEMENT OF JOHN D. CURRIE, ACTING COMMISSIO 
PUBLIC HOUSING ADMINISTRATION 


NER, 


Mr. Currin. My name is John Currie, and I am the Acting Com- 
missioner for the Public Housing Administration. 

First, I would like to say that I appreciate the opportunity of 
ampere before your committee to discuss this bill, H. R. 5512 

Under the provisions of the bill, the Housing and Home Finance 
Admin. canes would be directed to convey projects Louisiana 16011 
and 16012 to the State of Louisiana in consideration of a payment of 
$300,000, payable in 3 equal annus al installments, the first installment 
to be paid within 6 months after the date of the enactment of the bill. 

The State of Louisiana would be authorized to apply toward the 
purchase price any allotment available to the State for hospital 
construction under the provisions of the Hospital Survey and Con- 
struction Act, as amended. 

These projects consist of 255 permanent family dwelling units of 
row-type, 2-story buildings. They were constructed early in World 
War II by the Federal Works Agency under the provisions of the 
Lanham Act on land leased from the State of Louisiana to provide 
dwelling accommodations for military personnel assigned to the 
Alexandria Air Force Base. They were designed with the aid of an 
architect employed by the State in a manner which would permit 
their conversion to eventual hospital use. 
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The lease agreement with the State, which was entered into in 
1941, extended over a 5-year period, after which time the Federal 
Government under the terms of the lease had an option to purchase 
the land. 

The Federal Government has retained its right to acquire this land; 
but, since the State of Louisiana has been negotiating with the agency 
for the purchase of the dwelling units for several years, it has withheld 
acquiring the land pending the outcome of these negotiations. 

In the early stages of the negotiations the State had no funds with 
which to purchase the housing, and was unable to arrange for the 
provisions of these funds prior to the enactment of the preference 
requirements in the sale of permanent housing which were embodied 
in the War Housing Act of 1950. With the event of the Korean 
emergency these projects were included in the disposition freeze order 
and were not released for disposition until May 1953. 

We believe the enactment of the pending bill would solve the 
problem occasioned by the housing being located on land owned by 
the State of Louisiana, in a manner advantageous to both the Federal 
Government and the State. 

We recommend, therefore, that your committee give favorable 
consideration to the bill. We would suggest in the bill two minor 
amendments. First, on page 1, line 4, to insert after the word 
“convey” the following: “‘to the State of Louisiana.’’ It would be an 
amendment which would clarify the conveyance of title. 

Secondly, on page 2, lines 5, 6, and 7, striking the clause “the first 
such installment to be paid within six months after the date of enact- 


ment of this Act,” and adding a new section 3 at the end of the bill as 
follows: 


Sec. 3. The provisions of this Act shall be effective only if the first installment 
is paid within six months after the date of approval of this Act. 

This would make it clear that the Federal Government would not 
be required to hold up disposition of the properties under the usual 
procedure if the State does not make the first payment within that 
period. 

The CuarrmMan. There is no objection to that, I suppose. 

You might also give us your opinion about S. 755, while you are 
here. 

Mr. Currie. This is in relation to Senate 755? 

The CHarrMan. Yes, as passed by the Senate and referred to this 
committee. 

Mr. Currie. This is a bill which would authorize the sale by the 
Government of two housing projects in the Virginia Peninsula area to 
the cities of Warwick and Hampton, in which they are located, either 
individually or jointly. 

This bill would also permit the sale to a public housing authority 
for such cities or to an agency or corporation established or sponsored 
by them. 

The larger of these projects, known as the Copeland-Newsome War 
Housing project, and designated as Virginia—44067, was constructed 
in 1942-43, for warworkers in the Newport News area. Until re- 
cently it contained 3,939 dwelling units, of which some 394 have 
already been vacated and offered for sale. Most of these have been 
sold on an individual basis to veterans and removed from the site. 
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An additional 955 vacant houses will be offered for off-site sale with 
preference to veterans, within a short period. 

Of the balance of the project, the cities of Hampton and Warwick 
are interested in purchasing a total of 2,099 units, together with all 
of the approximately 738 acres of land and the nondwelling buildings. 
Of these 2,099 units, 496 are located in the city of Hampton, and 1,603 
in the city of Warwick. 

When this project was constructed the counties in which it was then 
located strongly advocated, and the Government agreed, that the 
buildings should not remain permanently at this location. Former 
commissioners of the Public Housing Administration, and its pre- 
decessor, the Federal Public Housing Authority, made written com- 
mitments to removal from the site. 

The Commissioner personally inspected the projects several months 
ago and felt that the previous commitments should be honored, and 
that to protect the interests of the cities involved the cities should be 
permitted to buy the land at its fair market value so that they may 
control the subsequent development of the area. 

In attempting to work out with these cities an arrangement whereby 
they could purchase the land, because of the housing situation in the 
area, particularly for Negroes, it became evident that it would be to 
the best interests of the entire locality if all of the housing were not 
immediately removed. The cities, therefore, approached the Public 
Housing Administration on the basis of purchasing not only the land 
but some of the dwelling units, to be continued to be used on site for 
a temporary period. 

Such use would be governed by the need for the land for industrial 
purposes, and the availability of other housing for the present occu- 
pants of the 2,099 units that the cities are interested in purchasing. 

Under the existing law, however, before any sale of the houses could 
be made to the cities, they would have to be offered to the occupants 
and veterans as provided in the disposition sections of the Lanham 
Act. To avoid the necessity for offering these houses to preference 
holders, the legislation was proposed. 

We do not believe that any interests of veterans and occupants will 
be prejudiced by the failure to offer these houses to them. If the 
cities did not buy the houses they would have to be sold for off-site 
use! Should any veteran or other person be interested in buying the 
house for removal and reerection, there will be 1,446 similar units 
available from the same project, which, according to our recent sales 
experience, would more than supply the demand for such houses. 

In other words, the preference holders wil] not be harmed in any 
way through the sale of the housing to the cities without preference 
requirements. 

The other project involved in the proposed legislation is Ferguson 
Park, Virginia-44061. This differs from the Copeland-Newsome proj- 
ect in that it consists of multifamily structures rather than duplexes. 
It was constructed in 1942, and the quality of the structures is such 
that we have determined it should be sold for continued on-site use. 
The locality has agreed with this determination. 

This project, consisting of 1,190 units, is located entirely within 
the city of Warwick. Appraisals indicate that its remaining economic 
life is from 7 to 10 years, and the Federal Housing Administration 
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has stated that it is not eligible for Federal housing mortgage insur- 
ance. 

Accordingly, financing by this agency could not be for a period of 
more than 10 years. To comply with the preferences provided in the 
provisions of the Lanham Act, Ferguson Park would have to be 
offered either as an entity or in two parcels with preference to veterans’ 
cooperatives or corporations. 

On the basis of our experience, we do not believe that a veteran 
cooperative could purchase this project and pay for it within 10 years. 

The Commissioner questions that in view of the short estimated 
life of the housing that it would be fair to offer to sell it to a veteran 
croup. 

The cities of Warwick and Hampton have come to the tentative 
agreement with the Public Housing Administration for the purchase 
of these projects at prices which we feel, after appraisal, represent 
fair current market value. In order, however, to make it very clear 
that the cities will pay the fair market value, the bill was amended 
in the Senate to provide that the fair value as determined by the 
Housing Administrator will be based on an appraisal by an inde- 
pendent real estate expert. We understand this was satisfactory to 
the cities. 

As you will recall, in several other instances of special legislation 
disposition of the projects has been delayed because of the legislation. 
For this reason we heartily endorse the section to the proposed legis- 
lation which will provide that the authority conferred by it must be 
exercised within 6 months after its passage. If the sale is not con- 
summated under the authority of the bill, we will proceed expedi- 
tiously to dispose of the property under the existing laws. 

Thank vou very much, Mr. Chairman. 

Mr. Brown. I understand this sale to be on the terms and con- 
ditions approved by the Administrator? 

Mr. Currie. That is right. 

Mr. Bass. Mr. Chairman. 

The CuarrmMan. Mr. Bass. 

Mr. Bass. One other question: Referring to the Louisiana project, 
Mr. Currie, is it the opinion of the Housing Administration that 
$300,000 represents a fair market value? 

Mr. Currie. In view of the surrounding circumstances, it is our 
opinion that the $300,000 does represent a fair market value. 

Mr. Bass. Thank you. 

Mr. Rarns. All of this is Lanham Act housing built under the 
Lanham Act? 

Mr. Currig. Yes, sir. 

The CHarrMan. Without objection, both bills will be reported out 
and the amendments that are suggested by the Housing Administrator 
will be incorporated in these bills. 

Is there any objection? 

Hearing none, and there being a quorum present, they will be 
reported out, and the Chair will take such action as is necessary for 
the prompt disposition of these bills. 

Thank you, Mr. Currie. 

(Whereupon, at 11 a. m., the committee proceeded to further 
business.) 
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TUESDAY, MAY 17, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 11 a. m., the Honorable Brent Spence 
(chairman) presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown of 
Georgia, Patman, Rains, Multer, O’Hara of Illinois, Mrs. Sullivan, 
Fountain, Reuss, Ashley, Davidson, Kilburn, McDonough, Widnall, 
Betts, McVey, Nicholson, and Bass. 

The CHarrMAN. We will now consider H. R. 619 and related bills, 
which have been introduced for the purpose of having inscribed on our 
currency the words ‘In God We Tfust.”’ 

These bills were introduced by our colleagues, Mr. Bennett, Mr. 
Eberharter, and Mr. Harris. 

Mr. Bennett’s bill was introduced first, so we will take up Mr. Ben- 
nett’s bill at this time. 

(H. R. 619 is as follows:) 

{H. R. 619, 94th Cong., Ist sess.] 
A BILL To provide that all United States currency shall bear the inscription ‘(In God We Trust” 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That all currency of the United States issued 
more than six months after the date of the enactment of this Act shall bear, at 


such place or places thereon as the Secretary of the Treasury may determine 
to be appropriate, the inscription “In God We Trust.” 


The CHAIRMAN. Mr. Bennett. 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 





Mr. Bennett. Mr. Chairman, I deeply appreciate the kindness of 
the committee in hearing me this morning. 

I would like to say that as far as I know there is no opposition to 
this legislation, and I am glad to tell you that it wouldn’t cost any 
money. So it does have two strikes in its favor. 

I deeply appreciate this opportunity to testify on behalf of H. R. 
619, proposing that all United States currency shall bear the inscrip- 
tion “In God We Trust.” 

My interest in this matter arose from a letter which I received last 
December from one of my best friends, Donald K. Carroll, Esq., 
former Florida State commander of the American Legion, and pres- 
ent president of the Florida bar. Mr. Carroll asked me why our 
United States coins bear this motto, while our currency does not. 
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Looking into the matter, I found that there seems to be no logical 
reason for this difference. It seems to be merely an accident of his- 
tory, for which there is no adequate explanation except that it just 
happened that way. 

The use of “In God We Trust” on our coins has been a step-by-step 
process since this motto was first inscribed on the 2-cent bronze coin 
minted in 1864. The motto spread gradually to other coins, and by 
1908 it was being used on all coins except the 10-cent, the 5-cent, and 
the 1-cent pieces. Until 1908 the motto had been on coins by admin- 
istrative action under permissive authorization of various statutes. 
In that year a statute was enacted making use of this motto manda- 
tory on all coins on which it was inscribed at that time. This statute 
still stands as the statute governing inscription of this motto on coins. 
Since then use of the motto has been extended by administrative 
action to the dime, nickel, and penny, making its use complete on all 
coins of the United States. 

It is my contention, in sponsoring this bill, that the time is long 
overdue for making the use of the motto complete on all United 
States money, currency as well as coins. 

It is not necessary, in my opinion, to make a case here today for 
the desirability of inscribing on our coins this motto, which expresses 
so tersely and with such dignity the spiritual basis of our way of life. 
Most of us agree wholeheartedly with the first advance of this motto, 
Secretary of the Treasury S. P. Chase, when he said: 

No nation can be strong except in the strength of God, or safe except in His 
defense. The trust of our people in God should be declared on our national 
coins. 

Carrying on the fine traditions of Secretary Chase, the Treasury 
Department has given me wonderful cooperation on H. R. 619. In 
their favorable report they suggest language which they say would 
facilitate their administrative action in carrying out the purposes of 
the bill. And, incidentally, it will cost nothing, because they are in 
the process at this time of cutting new dies, and since they are in 
such process they can accomplish this objective without expense to 
the Treasury. 

Their substitute is perfectly agreeable to me, provided language is 
appended to make certain that the purposes of H. R. 619, with which 
the Treasury agrees, will be carried out. Below is the Treasury’s 
substitute language for the bill which would follow the enacting 
clause. The portion underlined is the additional language which ii 
am requesting to make certain the purposes of the bill as introduced: 

That at such time as new dies for the printing of currency are adopted in con- 
nection with the current program of the Treasury Department to increase the 
capacity of presses utilized by the Bureau of Engraving and Printing, the dies 
shall bear, at such place or places thereon as the Secretary of the Treasury may 
determine to be appropriate, the inscription ‘‘In God We Trust.” 

That is the end of the quotation from the Treasury Department’s 
recommended language, but I would like to have added the following 
language which would make it crystal clear that the objectives of 
619 are to be carried out: 
and thereafter this inscription shall appear on all United States currency and 
coins. 

The words “‘and coins” would require that the present practice of 
inscribing “In God We Trust” on all coins be continued, extending 
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the mandate to dimes, nickels, and pennies, on which it now appears 
by administrative action. This would prevent the motto from 
being removed in the future, and is in accord with the Treasury’s 
report. 

I sineerely hope that this committee and Congress will give its 
prompt approval to this proposal. In these days when imperialistic 
and materialistic communism seeks to attack and destroy freedom 
we should continuously look for ways to strengthen the foundations 
of our freedom. At the base of our freedom is our faith in God and 
the desire of Americans to live by His will and by His guidance. As 
long as this country trusts in God, it will prevail. 

Thank you again for permitting me to appear here today on behalf 
of this bill. 

I would like to say in conclusion, as I said in the beginning, that the 
bill will cost no money, if we follow the language of the Treasury 
Department, with which I am in entire agreement, and in addition 
to costing no money I would like to point out that as far as I know 
there is ne opposition to this legislation at all. 1 sincerely hope the 
committee will find it possible to approve it. 

Thank you, sir. 

Mr. Murer. Mr. Chairman. 

The Cuarrnman. Mr. Multer. 

Mr. Mutter. Mr. Bennett, do you know the origin of placing the 
iseription “In God We Trust”’ upon the coins? 

Mr. Bennett. Yes; I think I do. I have been making a research 
since | went into the subject, and as far as I can ascertain it comes from 
Francis Scott Key’s phrase in the Star Spangled Banner. Apparently 
shortly after he wrote that, there were people, including, I think—at 
any rate, the first actual action by the Government was, as I pointed 
out in my testimony, by Secretary Chase, and from the evidence ] 
have been able to obtain Secretary Chase obtained the phrase from 
the Star Spangled Banner. 

Mr. Mvtter. I mean what prompted this inscription? Do you 
know? 

Mr. Bennett. Well, I think, of course, those years were very 
troublesome years, as you know. It was during the War Between 
the States. 

Mr. Rains. You covered that in your original statement, didn’t 
you? 

Mr. Bennett. Yes; I did, except I didn’t say who first uttered the 
words. My own personal feeling after making considerable research 
is that the phrase came from the Star Spangled Banner, and the first 
governmental official who did anything about it was Secretary Chase, 
and it eame about during the troublous times connected with the 
War Between the States. 

Mr. Mutter. I don’t want to get into an argument on religion, but 
I think you will find the expression “In God We Trust” in various 
ways meaning always the same thing, and antedates the Star Spangled 
Banner. 

Mr. Bennett. I appreciate the suggestion. I am quite confident 
that the phrase in essence is contained in some of the very earliest 
religious utterances probably going back to almost prehistoric times. 
It is a very, very old concept, and undoubtedly is many thousands of 
years old, probably much prior to discovery of America. But it was 
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first put into the governmental channels of our country by the Secre- 
tary of the Treasury during the Civil War period. 

Mr. Mutter. Mr. Bennett, I admire you and our other coHeagues, 
Mr. Harris and Mr. Eberharter, in the desire that prompted yeu to 
introduce this bill and the feeling that caused you to talk up for the 
bill, and while I would not oppose it or take any action in opposition 
to the bill, I want it made crystal clear on this record that I think I am 
as religious as any man in this House. We may differ in our forms, 
but I respect every other person’s form or ritualistic observance, and 
I know they do mine, too, but I feel very strongly that it was a mistake 
to put it on coins in the first place, and this is perpetuating a grievous 
error. I think it is the base of all of those who believe in God; to put 
anything like that on anything so materialistic as our coins and our 
currency—I don’t think anybody is made more religious by putting 
it on the coins and currency. 

As a matter of fact, when the phrase “Under God”’ was placed in 
the Pledge of Allegiance, I asked how many coins and what currency 
have upon it the words “In God We Trust,” and I must have asked 
50 different people, and none of them could answer. Some said it is 
on all, some said it is on only some, but none could indicate why it 
is there, and then I followed it up with this question: “Do you know 
of anybody who has dropped a larger coin into a collection plate at 
a religious house, house of worship, because it had the words ‘In God 
We Trust?’” and they looked at me as though I were crazy to ask 
that kind of a question. 

Because whether they are giving to God or charity or anything 
else, they don’t give any more or any less because it has the words 
“In God We T rust, ’ and I don’t believe it has inspired one single 
person to be more religious because we have those words on our cur- 
rency. If we are going to have religious concepts—and I am in favor 
of them—I don’t think the place to put them is on our currency or 
on our coins. But, as I say, I would not oppose the bill. 

Mr. Bennett. Thank you very much, Mr. Multer. 

The CHarrMan. Are there other questions? 

Mr. Founrarn. Mr. Chairman. 

The CHarrmMan. Mr. Fountain. 

Mr. Fountain. Mr. Bennett, as I understand it, the purpose which 
you have in mind to accomplish by inserting the language suggested 
by the Treasury Department, to go with those additional words which 
you suggest, is that this inscription shall appear on all United States 
coins and currency? 

Mr. Bennerr. Yes, sir; that is our objective. I think that is to 
make it crystal clear, and to permit the Treasury to put this in place 
as soon as new dies are used. And that is when the law would be 
effective. Thereafter, it would be on continuously. I am trying to 
get a law, and am not trying to force my particular language. The 
Treasury has suggested this substitute language, which will save the 
Government from making unnecessary expenditures. If the sub- 
stitute language is used it will not cost the Treasury Department any- 
thing to do it. It will cost something if we made them put it on the 
bills immediately. Therefore, if we use the substitute language it 
will be at no cost to the Government. 

The CHarrMAN. The Treasury has prepared an amendment to the 
bill. 
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Mr. Bennett. They have prepared an amendment which is agree- 
able with me, and it is in my testimony. The only thing I would 
like to add to the Treasury Department’s suggestion is one brief little 
phrase which I have underlined in my letter to the chairman on May 
11, and also in the testimony. There is one brief little phrase that 
should be added because I think they have overlooked tying it down 
in making it specific that it is to be required. Therefore, I think 
that should be added to what the Treasury has suggested. It is in 
my letter of May 11 to you, and also in my testimony. It merely 
makes it crystal cleat, and it is entirely in accord with the Treasury 
Department’s report. There is nothing in my additional language 
which is not embraced in the Treasury Department’s report. 

Mr. McVey. Mr. Bennett, I want to say that I think this is an 
excellent piece of legislation, and one which we should heartily support. 
I can’t possibly see any objection to having the inscription ‘‘In God 
We Trust” on all of our currency, and I am very glad to support it. 

The Cuarrman. I think if there ever was a nation that has, by its 
course, demonstrated that God had a hand in its making and its 
progress, it is this country. I always believe that God was present 
in the Convention Hall where our Constitution was formed, because 
in all history there was never a charter like ours, there never was one 
that served for so long the best interests of millions of people. 

Mr. Bennett. I certainly agree with the chairman. I wish I 
could have expressed it as well as you have 

Mr. McDonovenu. Mr. Chairman. 

The Cuarrman. Mr. McDonough. 

Mr. McDonovau. I have some coins in my hand, a quarter, a dime, 
and a penny, and all of them have “In God We Trust” on them. 
What coins don’t have “In God We Trust’’? 

Mr. Bennett. Well, there are no coins now being minted which 
do not have “In God We Trust” on them. However, there are coins 
which have been minted in the last 10 or 15 years which do not. I 
call your attention to the buffalo nickel, for instance. 

The reason I would like to add the words ‘“‘and coins” to this, and 
it is agreeable with the Treasury Department, is because of the state 
of chaos with regard to what coins have it and which ones don’t, to 
which Mr. Multer has already referred. You see, it is optional 
with the Treasury Department as to some, and it is compulsory as to 
others. 

Mr. McDonoven. In other words, you want to make it a law. 
The fact that it is on the quarter did not come as a result of legislation 
or an act of Congress? 

Mr. Bennett. It happens that the quarter did. But the dime did 
not. Which is purely accidental. 

Mr. McDonovenu. You want to make it an act of Congress that 
all coins from here on shall carry the term ‘“‘In God We Trust’’? 

Mr. BENNETT. Yes, sir. When I originally introduced this bill it 
was my impression, and it was an impression gained from the Treasury 
Department, that it was on all coins, and the implication was that it 
was required to be on all coins, and they said you would have to 
introduce this bill to get it on currency. I asked them to do it 
administratively, and they said they couldn’t do it administratively. 
So I introduced a bill because they didn’t think they could do it 
administratively, but when I started looking into the thing from a 
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research standpoint I found that their original letter was in error in 
implying that it was required to be on coins. As a matter of fact, 
it wasn’t required to be on all coins. It was accidental, because the 
law passed in 1908 did make it compulsory that “In God We Trust”’ 
be put on coins which were in existence in 1908, the type of coins in 
existence in 1908, and which had “In God We Trust” on them at that 
time. There were other coins which did not in 1908, which were not 
affected by the legislation. 

So in order to clear up that messy legislation, after the passage of 
this law it will not only be on currency but tlfis will be the law to 
which they look instead of going back to 1864 and 1872. This will 
be a law which will say it shall be on all coins and currency. 

Mr. McDonovau. | simply want to compliment you on the re- 
search you have made of this bill and your introduction of it. I think 
it is an excellent thing. I don’t think we can insert that pbrase in 
too many places in regard to the Government of the United States. 

I agree with the chairman, I think we have been providentially 
guided in many things in this country, and we have referred to it 
even in the Declaration of Independence, and in our original documents 
leading to the formation of this Nation. So I certainly support your 
bill. 

Mr. Bennett. Thank you. 

Mr. Berts. Wouldn’t it be just as effective if line 3 of the bill read 
‘All coins and currency’’? 

Mr. Bennett. Are vou looking at the original bill as printed or at 
the Treasury Department’s suggestion? 

Mr. Berrts. I am looking at 619. 

Mr. Bennetr. Well, you see I have testified that I would prefer 
using the Treasury Department’s language, because it would cost the 
Treasury no money. When I introduced the bill I had no idea it 
would cost a substantial amount of money, but I was told that. It 
so happened by coincidence that they are now in the process of chang- 
ing all the dies for United States currency, so this comes at a particu- 
larly propitious time. Now it can be changed without any cost whatso- 
ever to the Treasury. If enacted as I have drafted the bill it would 
cost the Treasury quite a bit of money, but if vou enact it as the 
Treasury Department has suggested changing it it will not cost the 
Treasury Department 1 cent, because they are now in the process of 
producing these dies. 

The CuarrmMan. Without objection, that amendment will be in- 
corporated in the bill. 

We will call Mr. Eberharter. 

Mr. Eberharter, we are very glad to hear from you. We are glad 
to see that you are able to return to your duties in the House, Mr. 
Eberharter. We missed you during your absence and we hope your 
health has been restored and that from now on you will have good 
health. 





STATEMENT OF HON. HERMAN P. EBERHARTER, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF PENNSYLVANIA 





Mr. Eseruarter. I appreciate those kind words, Mr. Chairman. 
I might say that I am slowly getting back to normal, and I expect to 
be normal again in a very few months. At least that is what the 
doctors say. 
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The Cuatrman. I am sure all of your colleagues rejoice in that good 
news. 

You may proceed. 

Mr. Ereruarter. | am thankful for the opportunity to appear be- 
fore this distinguished committee in support of legislation which would 
provide that on all currency issued by the United States there would 
be inscribed the motto ‘In God We Trust.” 

I might say, Mr. Chairman, that this matter first came to my atten- 
tion and was initiated in the first instance by the Americanism Com- 
mittee of the Allegheny County Committee of the American Legion 
posts of that county, comprising about 125 American Legion posts. 
That committee took the matter up with the Treasury Department, 
and after some correspondence it was decided that a measure should 
be introduced into the Congress. 

Thereafter, Mr. Chairman, in March of this year, I introduced 
H. R. 4661, and when a report came from the Treasury that they had 
no objection to the purposes of the bill, but suggested that the wording 
be different, because of the fact that new dies were being made for the 
currency, and the addition could very well be made without any addi- 
tional cost, and so the Treasury suggested some language. 

I thereafter introduced, Mr. Chairman, the latest bill on the subject, 
embodying the language suggested by the Secretary of the Treasury, 
and that is H. R. 6174. 

Mr. Chairman, I might also state that the legislature, both the 
House and Senate of the Assembly of Pennsylvania, have unanimously 
passed resolutions memorializing the Congress to pass this measure. 
Also, at the initiation of my home district American Legion post, the 
national convention of the American Legion passed a resolution here, 
at its last meeting, last December, in which they urged Congress that 
this action be taken. 

Mr. Chairman, this matter has been very well followed through, and 
there are no objections, and, in fact, having the support of the Treasury 
and with the unanimous action of the convention of the American 
Legion, I think it should be done. I might add, Mr. Chairman, that 
the American dollar travels all over the world, into every country of 
the world, and frequently gets behind the Iron Curtain, and if it 
carries this message in that way I think it would be very good. I 
think that is one of the most compelling reasons why we should put 
it on our currency. 

Now, in response to questions first propounded by Mr. McDonough, 
Mr. Chairman, I would call attention to the letter of the Acting 
Secretary of the Treasury, on May 3, in which he says: 

Suggestions have also been made that the inscription should be required by 
law on all coins. At the present time it actually appears on all coins, but is 
required by law upon the denominations of coins on which it was inscribed prior 
to May 18, 1908. Since the Treasury Department includes the inscription on all 
coins, it would have no objection to a statutory requirement in this regard. 

So, Mr. Chairman, I think it would be highly satisfactory to the 
Treasury Department, because I assume they would rather have a 
statutory requirement rather than just putting the inscription on 
without any definite direction to do so from the Congress. 

I don’t know what else I could present to the committee, but I 
think it would be good to have this message go all over the world, 
Mr. Chairman. 
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The CHarrMan. Thank you very much, Mr. Eberharter. 

Mr. O’Hara. Mr. Chairman. 

The CuarrMan. You have introduced a companion bill to the bill 
introduced by Mr. Bennett. And Mr. Harris has also. 

Mr. Eseruarter. The fact of the matter is, Mr. Chairman, that 
I have not seen a copy of Mr. Bennett’s bill. I first introduced the 
bill in March of this year. 

The CHarrmMan. Mr. O'Hara? 

Mr. O’Hara. Mr. Chairman, I wanted to mention that our col- 
league from Pennsylvania has made his first appearance in 3 months. 
He has been very ill. I think he is to be complimented that he has 
come from his sickbed on this occasion, I know at great sacrifice to 
himself, to testify for this bill, which affirms his faith and the faith 
of all others in our country, in God. 

Mr. Esperuarter. Thank you very much, Mr. O’Hara. 

The CHarrman. If there are no further questions, you may stand 
aside, Mr. Eberharter. We are very grateful to you. 

Mr. Exsernarter. If I may be permitted to do so, Mr. Chairman, 
I would like to have placed in the record, the memorial from the 
Legislature of Pennsylvania requesting the Congress to pass this 
legislation, and also the resolution which was unanimously passed by 
the American Legion convention, here in Washington, last September. 

May I be permitted to insert those in the record of the hearing, 
Mr. Chairman? 

The Cuarrman. Without objection, that may be done. 

(The data referred to is as follows:) 

Hovusr or REPRESENTATIVES, 
OFFICE OF THE CHIEF CLERK, 
Harrisburg, Pa. 





RESOLUTION: CONGRESS MEMORIALIZED To Enact LEGISLATION THAT ALL 
UNITED States CurRRENCY BEAR THE INSCRIPTION “IN Gop We Trusv” 


Resolved (the senate concurring), That the General Assembly of the Common- 
wealth of Pennsylvania memorialize the Congress of the United States to support 
and enact into legislation that all United States currency shall bear the inscrip- 
tion “In God We Trust”’ and to take favorable action on House bill No. 4661 
of the 84th Congress; and be it further 

Resolved, That copies of this resolution be transmitted to the Presiding Officers 
of each House of the Congress of the United States and to each Senator and 
Representative from Pennsylvania in the Congress of the United States. 

The foregoing is a true and correct copy of the resolution introduced in the 
house of representatives by the Honorable Messrs. Ronald L. Thompson, John 
J. Vaughan, George J. Sarraf, Leo J. McLaughlin, Walter T. Kamyk, John T 
Walsh, Leon J. Kolankiewicz, and Joseph P. Rigby, the 20th day of April 1955. 








RESOLUTION PassED aT NATIONAL CONVENTION OF THE AMERICAN LEGION 
































RESOLUTION NO. III--APPROVED AS AMENDED 





Subject: American dollar bill bear pledge of allegiance on its back. 

Whereas the United States of America is a God-fearing country and endeavors 
by means to abide by His ordinances and rules of conduct; and 

Whereas communism is an enemy of the American way of life and all that it 
holds dear; and 

Whereas the principles laid down by God and the teachings of our way of life 
should be kept alive in the hearts and minds of our friends enslaved behind the 
Iron Curtain; and 

Whereas one of the most common and most used mediums of exchange that 
reaches from free world into the enslaved world is our American paper money; and 
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Whereas the American dollar bill bears the word and numeral ‘‘1”’ 25 times, 
and never has carried the motto “In God We Trust”: Now, therefore, be it 

Resolved, That the national convention of the American Legion in regular meet- 
ing August 30-September 2, 1954, at Washington, D. C., ask that the Treasury 
Department of the United States Government on all new currency hereafter issued 
shall have imprinted suitable patriotic slogans, quotations or references such as 


“In God- We Trust.” 


The Cuarrman. We will now hear from our colleague, Mr. Harris, 
who has a companion bill. 


STATEMENT OF HON. OREN HARRIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Mr. Harris. Mr. Chairman, and members of the committee, may 
I take this occasion to express my gratitude for the privilege of ap- 
pearing before this distinguished committee in support of this legisla- 
tion. 

The CuatrMan. We are glad to have you, Mr. Harris. 

Mr. Harris. This matter was called to my attention some year 
or two ago, by a constituent of mine from Camden, Ark., by the name 
of Rothert. 

On March 22 of this year I introduced H. R. 5150, which would pro- 
vide that all currency of the United States issued more than 6 months 
after the date of the enactment of this act shall bear at such place or 
places thereon as the Secretary of the Treasury may determine to be 
appropriate, the inscription ‘‘In God We Trust.’ 

I subscribe to the very fine statement made by the chairman a 
moment ago. It does not take the inscription on our coins for me to 
proclaim my faith and trust in God. Nevertheless, the Congress, by 
an act of 1908, provided that on the coins which at that time contained 
the words “In God We Trust,” that that inscription should be con- 
tinued and legalized. 

As has been said here before this committee, all coins now bear the 
inscription. With the inscription on our coins it is another expression, 
not only individually but collectively, in this country, of our faith. 
I do not object to what the gentleman from New York said a moment 
ago with reference to the inscription on our coins. I do not agree that 
it has any insinuation or implication whatsoever, that it reflects on our 
faith and trust in God because it happens to be on a coin. 

I would not, of course, indulge in any controversy or any discussion 
or debate here before this committee on the question of deity in con- 
nection with this, or the type of faith that each of us might have in 
our own hearts and conscience. I agree with what the chairman has 
said, that that is something that each individual in my own opinion, 
must in his own heart and mind determine, and I trust that it shall 
ever be in this country. 

But I can see no objection whatsoever to this further expression of 
this quotation on the currency that we use in this country. 

I would subscribe to the amendment suggested by the Treasury 
Department. It certainly would be all right, and it would accomplish 
the objective. I have no pride of authorship whatsoever in this bill, 
because, frankly, I didn’t draw it. I just took one of the other bills 
and used it. In fact, the one I was using was the one introduced over 
in the Senate by Senator Fulbright in my State, who is chairman of 
the Banking and Currency Committee on that side. But I did so at 
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the request of this constituent of mine, and after correspondence over 
a period of time he sent me a resolution, which was adopted by the 
American Numismatic Association in its meeting in Cleveland: in 
1954, which I would request be included with my remarks in this 
record, and in which they support such a measure. 

(The material referred to is as follows:) 


UNITED STATES CURRENCY INSCRIPTION 



























RESOLUTION No. 5 


Whereas on the coins of the United States of America, the legend appears thereon 
“In God We Trust’’; and 

Whereas the same does not appear on the currency, the American Numismatic 
Association, federally incorporated as a nonprofit organization by the United 
States Congress in 1912, respectfully recommends to the Congress of the United 
States, and to the President, that this legend relating to the power of Almighty 
God shall be placed upon the currency hereafter; and, further be it 

Resolved, That the general secretary of the association be authorized and directed 
to send a copy of this resolution to the President and Vice President of the United 
States, to the Speaker of the House of Representatives, and to the chairmen of 
the Banking and Currency Committees of the Senate and House of Representa- 
tives, and to the Secretary of the Treasury. 

Mr. President, we so move. 

(This was moved by the originator of the idea, Matt H. Rothert of Camden, 
Ark., at the regular annual meeting of the American Numismatic Association, 
Cleveland, Ohio, August 21, 1954.) 

Mr. Harris. So that, Mr. Chairman, is the reason for my interest 
in this proposal as manifested here today. 

As I say, I do not see any particular opposition on the part of any- 
one, and, consequently, I am very glad to have this privilege to appear 
before you in support of this legislation. 

The CHartrMan. We are very glad to have your views, Mr. Harris. 

Mr. Fountratn. Mr. Chairman, I would like to make an observa- 
tion at this time while Mr. Harris and the others are here. 

I have every respect for the principles expressed by Mr. Multer, 
and from the viewpoint from which he discussed it I think there is 
merit in what he said. However, it seems to me that we in America 
have in many instances indicated our belief in the existence of God. 
The Bible begins with the words “In the beginning, God”’ and I think 
more and more it is essential for us to recognize the fact that we as 
individuals and as a nation are merely the custodians of the things 
which God has so graciously granted to us, and that by having this 
inscription on our coins and on our currency we are not in any way 
indicating that we have faith or trust in the coins, but we are indicating 
to the contrary, because of the prosperity in America and because of 
the goodness of God we have become a prosperous and powerful 
nation, and [ think that inscription indicates that even though this 
coin is necessary, it is not in this coin we trust, but it is in God that 
we trust, and it indicates to the world that even though sometimes 
we are guilty of shortcomings, and in believing that we can rely upon 
the material, the material is not the thing upon which we should rely, 
but it is God. 

Do you not agree? 

Mr. Harris. I agree thoroughly, and, of course, we recall the very 
famous statement of our Lord and Saviour in which he said “Render 
unto Caesar the things which are Caesar’s and unto God the things 
which are God’s.”’ 
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“Certainly I believe in that, and I want to say this one other thing in 
support of the statement Mr. Eberharter made a moment ago: It was 
called to my attention by this constituent of mine, when he said ‘‘As 
you know, this is a proclamation of the truth that will help us abroad 
just as much as it will help us here at home, and should bring a blessing 
in world peace.” 

I do believe that there is some merit to that statement. 

Thank you very much. 

The CHarrmMan. The committee will go into executive session on the 
bills at this time. 

(Whereupon, at 11:45 a. m., the committee adjourned.) 


x 














